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AND REQUEST FOR
CONSOLIDATION

Arizona Public Service Company ("APS" or "Company") is making this filing in

compliance with the Arizona Corporation Commission's ("Commission") comprehensive

Renewable Energy Standard ("RES") Rules, A.A.C. R14-4-1801 et. seq. APS hereby files its

Implementation Plan, as required by A.A.C. R-14-2-1813, its Unifonn Credit Purchase Program,

as required by A.A.C. R-14-2-1810, which the Company refers to as its Distributed Energy

Administration Plan ("DEAP"), its Reset of the Company's authorized Renewable Energy

Adjustor Rate Schedule, as required by A.A.C. R-14-2-l808(D), and its Customer Self-Directed

Renewable Energy Resources Tariff, as required by A.A.C. R-14-2-1809.

The Company is seeking approval of its Implementation Plan and the DEAP, which

reflect  full compliance with all provisions of the recent ly adopted RES Rules.  The

Implementation Plan describes the Company's approach to fully implement the RES requirements

for distributed generation, which would allow individuals and businesses to access funding to
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facilita te  the  widespread applica tion of renewable  resources , a s  Well a s  the  Company's  approach

for acquiring the  renewable  gene ra tion re sources  necessa ry to mee t the  RES Rule s ' Renewable

Ene rgy Re quire me nts l

The  RES Rules  se t out three  approaches  for a  utility company to reques t funding to mee t

the  requirement of the  rule s : by filing a  ta riff,2 by filing a  reques t to re se t a  previous ly- authorized

renewable  ene rgy adjus tor mechanis1n,3 or by filing a  ra te  ca se .4 Because  the  Commiss ion has

previous ly authorized a  renewable  ene rgy adjus tor for APS ("Adjus tor"), the  Company is  seeking

to re se t the  current Adjus tor mechanism. Unde r the  current Adjus tor, the  Company would collect

a pproxima te ly $10 million in 2008, a long with a nothe r $6 million in ba se  ra te s . To fully comply

with RES Rule s , APS  is  e s tima ting tha t it would require  an a dditiona l $33.2 million, for a  tota l of

$49.2 million in 2008. The re fore , the  curre nt Adjus tor mus t be  re s e t to colle ct $43.2 million,

wh ich  will re s u lt in  a n  Ad jus to r ra te  o f $0 .004737  /kph , with  mon th ly ca ps  o f $1 .89  fo r

re s ide ntia l cus tome rs , $70.39 for comme rcia l a nd indus tria l cus tome rs  le s s  tha n 3 MW, a nd

$21 l . 16 for commercia l and industria l customers grea ter than 3 MW. These  estimates assume the

same proportiona lity be tween ra te  classes  tha t is  in place  with the  current Adjustor, a s  required by

De cis ion No. 67744.
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As pa rt of this  filing, the  Company is  a lso seeking cla rifica tion tha t the  RES Rule s  a re  the

standard tha t applies  to renewable  energy issues  for APS, so tha t certa in rulings tha t perta in to the

fa nne r Environme nta l P ortfolio S ta nda rd ("EP S ") Rule ,5 a re  no longe r a pplica ble  or le ga lly

binding. S pe cifica lly, the  Compa ny is  s e e king cla rifica tion tha t for AP S , the  RES  Rule s  ha ve

supe rseded the  EPS  Rule , and tha t the  pa rtia l va riance  of the  EPS  Rule  granted in Decis ion No.

66565 has also been superseded.

The  Compa ny furthe r re que s ts  tha t the  Commiss ion ma ke s  a  de te rmina tion on a ll the se

related issues, and requests that these matters be consolidated.

25
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27

28
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See, A.A.C. R14-2-1804 and 1805.
A.A,C. R-14~2-1808(A).
A.A.C. R-14-2-1808(D).
A.A.C. R-14-2-1808(E).
A.A.C. R14-2-1618.
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1 A. IMPLEMENTATION PLAN

2

3

4

5

The  RES Rules  require  tha t the  Company file  an annua l plan tha t describes  how it intends

to comply with the  RES  Rule s  for the  ne xt ca le nda r ye a r for Commiss ion re vie w a nd a pprova l.

In compliance  with tha t provis ion, APS he reby provides  its  Implementa tion P lan tha t describes , to

the  extent possible :

6 te chnology tha t the  Compa ny is

7

8

9

The  Eligible  Re ne wa ble  Ene rgy Re s ource s t

propos ing to be  added each of the  next five  yea rs  and a  description of the  kW and kph expected

to he  obta ined from each of those  resources,

The  e s tima ted cos t of those  Eligible  Renewable  Energy Resources , including cos t
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2 1

22

23

24

25

26

27

pe r kph a nd tota l cos t pe r ye a r,

A description of how each Eligible  Renewable  Energy Resource  will be  obta ined,

A propos a l tha t e va lua te s  whe the r the  Compa ny's  e xis ting ra te s  a llow for the

ongoing recovery of the  reasonable  and prudent costs  of complying with the  RES Rules , and

5. A line  item budge t tha t a lloca te s  specific funding.

The  Company's  Implementa tion P lan is  a ttached as  Exhibit A. (Because  the  Implementa tion P lan

conta ins  compe titive ly confidentia l informa tion, tha t informa tion has  been redacted in the  ve rs ion

file d  in  Docke t Contro l. The  informa tion will be  provide d to  Commis s ion S ta ff a nd othe r

appropria te  parties  to this  proceeding upon execution of a  confidentia lity agreement.)

The  Company has  addressed each of these  provis ions  to the  bes t of its  ability a t this  time .

It is  e xpe cte d tha t e xpa ns ive  provis ions  of the  ne w RES Rule s  will spur the  de ve lopme nt of ne w

a nd improve d  re ne wa ble  e ne rgy te chnolog ie s  a nd  a pplica tions . Be ca us e  th is  is  the  firs t

Imple me nta tion P la n to be  file d unde r the  re ce ntly a dopte d RES  Rule s , the re  re ma ins  much

uncerta inty a s  to renewable  ene rgy marke ts  in the  future . As  a  re sult, the  Company has  prepa red

its  be s t e s tima te  of te chnologie s  tha t ma y be  a va ila ble  to the  ma rke tpla ce  in the  ne xt five  ye a rs ,

eva lua ting a ll the  informa tion tha t is  ava ilable  to it a t this  time .

In  complia nce  with  R14-2-l8 l0 (B), AP S  is  filing  its  DEAP , which  is  the  Compa ny's

Uniform Cre dit P urcha s e  P rogra m. The  DEAP  incorpora te s  virtua lly a ll o f the  pre limina ry

2 8
6 See, A.A.C. R-14-2-1802.
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re comme nda tions  re a che d by a n informa l working group tha t wa s  e s ta blis he d by Commis s ion

S ta ff during 2006. The  DEAP , which a ddre s s e s  the  cons ume r pa rticipa tion proce s s , budge ts

ince ntive  le ve ls , e ligible  te chnologie s , s ys te m re quire me nts  a nd ins ta lla tion re quire me nts

4 The  Compa ny's  DEAP  is

5

provide s  a  progra m tha t will e ncoura ge  cus tome r pa rticipa tion.

a ttached as  Exhibit B

6 B MO DIF IC ATIO N O F  THE  ADJ US TO R  ME C HANIS M
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AP S  is  a ls o  s e e king  fund ing  fo r re cove ry o f its  re a s ona b le  a nd  p rude n t cos ts  o f

imple me nta tion  a nd complia nce  with  the  RES  Rule s , through a  modifica tion  to  its  curre nt

Adjus tor, a s  provide d for in RES  Rule  R-14-2-1808(D). The  Compa ny is  re que s ting tha t the

Commis s ion re s e t its  curre nt Adjus tor' to $0.004737 /kph to cove r its  cos ts  for full complia nce

with  the  RES  Rule s . Although the  Compa ny ha s  a na lyze d a lte rna tive s , the  propos e d RES

Adjus tor ra te s  ma inta in the  proportiona lity a dopte d in De cis ion No. 67744. The  Compa ny's

Imple me nta tion P la n provide s  the  da ta  ne ce s s a ry to s upport the  le ve l of cos ts  the  Compa ny

believes will be  incurred, and the  da ta  necessary to demonstra te  tha t the  proposed ra te  schedule  is

des igned to recover only cos ts  in excess  of marke t cos t of comparable  gene ra tion. The  proposed

Renewable  Energy Standard Rate  Schedule  is  a ttached as Exhibit C.

17 c. AP P RO VAL O F S E LF-DIRE CT TARIFF

1 8

1 9

20

21

RES  Rule  R-l4-2-l809(A) re quire s  the  Compa ny to file  a  ta riff unde r which a n Eligible

Cus tome rs  ma y a pply to re ce ive  funds  to ins ta ll Dis tribute d Re ne wa ble  Ene rgy Re s ource s .

De ta ils  re ga rding the  S e lf-Dire ct progra m a re  include d in the  Compa ny's  DEAP . The  propose d

Customer Se lf-Directed Renewable  Resources  ta riff is  a ttached as  Exhibit D.

22 D. NATUR AL G AS  DIS P LAC E ME NT - P AR TIAL VAR IANC E

23

24

25

26

In De cis ion No. 66565, the  Commiss ion gra nte d a  pa rtia l va ria nce  to A.A.C. R14-2-1618

to a llow for s ola r the rma l e ne rgy tha t re pla ce d na tura l ga s  us a ge  to  be  re cognize d for the

Environme nta l P ortfolio S ta nda rd ("EP S "). Tha t rule  re quire d utilitie s  to de rive  a  portion of the ir

tota l re ta il ene rgy sold from new sola r re sources  or environmenta lly friendly renewable  e lectricity

27 7

8

28

The Company's  current Adjus tor was  authorized in Decis ion No. 67744 (April 7, 2005).
Under the RES Rules , an "Eligible Cus tomer" is  an entity tha t pays  ta riff funds  of a t leas t $25,000 annua lly for any

number of re la ted a ccounts  or s ervices  within a n Affected Utility's  s ervice  a rea . A.A.C. R-14-2-l80l(H).
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te chnologie s . The  EPS  rule " a llowed up to 20 pe rcent of the  portfolio requirement to be  me t with

sola r wa te r hea ting or sola r a ir conditioning sys tems, and specified tha t sola r wa te r hea te rs  must

replace  or supplement the  use  ofe le ctric water hea ters . (Emphasis  added.)

In Decis ion No. 66565, the  Commiss ion granted APS a  pa rtia l va riance  to tha t mle , which

a llowed a  limited amount of renewable  sola r the rmal energy tha t replaced na tura l gas  usage  to be

recognized for the  EPS . Specifica lly, no more  than two cus tomer ins ta lla tions  pe r ca lenda r yea r

with a  tota l displa ce me nt of na tura l ga s  not to e xce e d 60,000 te rms  pe r ca le nda r ye a r would be

a pplica ble  to the  EP S  re quire me nts . The  ins ta lla tions  purs ua nt to this  pa rtia l va ria nce  we re

limited to the  displacement of exis ting na tura l gas  wa te r hea ting sys tems, and could not utilize  the

EP S  fund ing  fo r the  d is p la ce me nt o f na tu ra l ga s  in  ne w cons truction . In  a dd ition ,  a ny

supple me nta l or ba ckup wa te r he a ting sys te m us ing ga s  wa s  re quire d to use  na tura l ga s  to be

e ligible  to rece ive  EPS funding for sola r hot wa te r sys tem convers ion.

The  RES  Rule s  a re  s ile nt re ga rding a  re quire me nt tha t s ola r e ne rgy mus t re pla ce  or

supplement of the  use  of e lectricity. The re fore , but for the  manda te  of Decis ion No. 66565, APS

be lieves  tha t sola r appliances  tha t displace  na tura l gas  can be  cla imed as  a  credit toward mee ting

1 6 the  a nnua l re ne wa ble  e ne rgy re quire me nt of the  RES  Rule s . It is  fo r tha t re a s on  tha t the

1 7

1 8

Compa ny is  re que s ting  tha t the  Commis s ion cla rify tha t the  pa rtia l va ria nce  provis ions  of

Decision No. 66565 are  superseded by the  RES Rules.

1 9 E. CLARIFICATION THAT RES  RULES  S UP ERS EDE THE EP S  RULES .

20

2 1

22

23

The  Compa ny be lie ve s  tha t it wa s  the  inte nt of the  Commis s ion tha t the  RES  Rule s

re pla ce  a nd supe rse de  the  EPS  Rule , ye t the re  is  no spe cific provis ion in the  RES  Rule s  to tha t

e ffe ct. The  RES  Rule s  a llow for a  wide r va rie ty of re ne wa ble  re source s , which re sults  in conflict

with the  na rrow provis ions  of the  EPS  Rule s  The  RES Rule s  a lso include  comprehens ive  annua l

24 the  a c tua l kph  o f e ne rgy

25

re porting re quire me nts , s uch a s  re quiring a  Compa ny to re port:

ob ta ine d  from Elig ib le  Re ne wa ble  Ene rgy Re s ource s ,H the kW of ge ne ra tion  ca pa c ity,

26 9

1 0

27

2 8

A.A.C. R14-2-1618(K).
The EPS Rule limited renewable resources  to solar resources  and in-s ta te landfill gas  genera tors , wind genera tors

and biomass  genera tors . A.A.C. R14-2~l618. The RES Rules  have s ignificantly broadened the kinds  of renewable
resources  tha t qua lify, and a llow for out-of-s ta te resources . A.A.C. R14-2-2-1802.
11 A.A.C. R14-2-18l2(B)(l).
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disa ggre ga te d by te chnology type , the  cos t informa tion  re ga rding ce nts  pe r a ctua l kph of

e ne rgy obta ine d from Eligible  Re ne wa ble  Ene rgy Re s ource s  a nd ce nts  pe r kW of ge ne ra tion

capacity, disaggrega ted by technology type ,13 and the  breakdown of Renewable  Ene rgy Credits

("RECs ") us e d to s a tis fy both the  Amiua l Re ne wa ble  Ene rgy Re quire me nt a nd the  Dis tribute d

Re ne wa ble  Ene rgy Re quire me nt a nd a ppropria te  docume nta tion of the  Affe cte d Utility's  re ce ipt

of those  RECs.14 APS be lieves tha t the  RES Rules  reporting requirements  have  subsumed simila r

re porting  re quire me nts  in  o the r docke ts , bu t un le s s  th is  pos ition  is  a cknowle dge d  by the

Commiss ion, the  Compa ny will ha ve  to comply with both EPS  a nd RES  re quire me nts . S imila rly,

the  Compa ny ha s  re porting re quire me nts  re la te d to~re ne wa ble  e ne rgy re s ource s  from othe r

previous Commission docke ts , such as  the  l 994 Integra ted Resource  Planning docke t,l5 which the

Compa ny be lie ve s  a re  a ppropria te ly subsume d in the  RES  Rule s  re porting re quire me nts . [Se e ,

a tta che d Exhibit E, which re fle cts  the  Compa ny's  curre nt re porting re quire me nts .] For the se

re a s ons , AP S  re que s ts  tha t the  Commis s ion cla rify tha t the  EP S  Rule  ha s  be e n re nde re d

unne ce s s a ry with the  a doption of the  RES  Rule s , a nd tha t AP S  mus t comply only with the

requirements  of the  RES Rules , rendering reporting requirements  in other dockets  unnecessary.

16 F . RE Q UE S T FO R CO NS O LIDATIO N

17

18

19

All the  issues  ra ised he re in a re  substantia lly the  same , and inte res ted pa rtie s  will suffe r no

pre judice  in  ha ving the s e  ca s e s  cons olida te d. The re fore , for purpos e s  of a dminis tra tive

efficiency, the  Company requests  tha t the  Commission consolida te  these  matte rs .

20 G. C O NC LUS IO N

21 For the  re a sons  discusse d a bove , APS  re que s ts  tha t the  Commiss ion coNsolida te  the se

22 matters  for de te rmina tion and issue  an order tha t:

23

24

25

26

Approves  the  Company's  Implementa tion P lan,

Approve s  the  Compa ny's  Dis tribute d Ene rgy Adminis tra tion P la n,

Approves the  rese t of Company's  renewable  energy adjustor ra te ,

4. Approves  the  Company's  Se lf-Directed Renewable  Resources  ta riff,

27

28

12

13

14

15

A.A.C. R14_2_1812(B)(3).
A.A.C. R14-2-1812(B)(4).
A.A.C. R14-2-1812(B)(5).
Docket No. U-0000-93-052.
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Cla rifie s  tha t the  RES Rule s  supe rsede  the  pa rtia l va riance  provis ions  of Decis ion

No. 66565 re la ted to the  displacement of na tura l gas  usage  by solar thennal energy, and

6. Cla rifie s  tha t for AP S , the  RES  Rule s  supe rse de  the  provis ions  of the  EP S  Rule

and other reporting requirements  re la ted to renewable  energy resources.

5

6

RES P ECTFULLY S UBMITTED this  7th da y of Augus t, 2007.

i ONA P UBLIC S
n

7

8 B y

9

10

Eb R_Sc0t
P innac West Capita l
400 East Van Buren
P hoe nix, Arizona  85004-2202

11

12 ORIGINAL a nd 13 copie s  of the  fore going
filed this  7th day of August, 2007 with:

13

14
Docke t Control
Arizona  Corpora tion Commiss ion
1200 West Washington Street
P hoe nix, Arizona  850071 5

1 6 COPY of the  fore going provide d
e le ctronica lly or ma ile d to:

17

18

19

Da vid L. De ibe l
P rincipa l Ass is ta nt City Attorne y
City of Tucs on - City Attorne y's  Office
P .O. Box 27210
Tucson, AZ 85726-7210

20

Jana Brandt
Ke lly Ba rr
Regula tory Affa irs  and Contracts
Salt River Proj act
Ma il S ta tion P AB 22 l
P .O. Box 52025
P hoe nix, AZ 85072-2025

21

22

Fre d Morse
Morse  Associa te s , Inc.
236 Massachusetts  Avenue NE
Suite  605
Wa shington, DC 20002

23

Ma ria  T. Courte r
Future  Fore s t, LLC
1630 Ea s t White  Mounta in Blvd.
Suite  C-3
P ine top, AZ 85935

24

25

Scott S . Wakefie ld
Chie f Counse l
RUCO
1110 West Washington, Suite  220
P hoe nix, AZ 85007

26

Ma rk J . S kowronski, P .E.
S ola rge nix Ene rgy, LLC
3501 Jamboree Road, Suite  606
Ne wport Be a ch, CA 92660

27

28

Stephen Ahearn
Dire ctor RUCO
1110 West Washington, Suite  220
P hoe nix, AZ 85007
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C. Webb Crocke tt
Fenne inore  Cra ig
3003 North Centra l, Suite  2600
P hoe nix, AZ 85012-2913
Attorne ys  for Arizona ns  Ele ctric Choice
Compe tition, Phe lps  Dodge  Mining
Company and ASARCO Incorpora ted

Dia ne  Vos ick
Tom O'Ha11eran
Co-Cha irs
Gove lnor's  Fore s t Hea lth Ove rs ight

Council
Office  of the  Gove rnor
1700 West Washington
P hoe nix, AZ 85007

5

6

Ma jor Alle n G. Ericks on
AFCES  A/ULT
139 Barnes  Drive , Suite  1
Tynda ll AFB, FL 32403-5319
Attorney for Fede ra l Executive  Agencies

Da nie l Musgrove
Unive rsa l Ente ch, LLC
5501 N. Seventh Avenue , PMB 233
P hoe nix, AZ 890137

8

9

10

11

Micha e l L. Kurtz
Boe hm, Kurt & Lowry
36 East Seventh Street, Suite  2110
Cincinna ti, OH 45202
Attorne ys  for Kroge r Compa ny

Ada m Browning
The  Vote  S ola r Initia tive
182 Second Street, Suite  400
San Francisco, CA 94105

1 2

1 3

Steven B. Bennett
City of Scottsda le
City Attorne y's  Office
3939 North Drinkwa te r Blvd.
Scottsda le , AZ 85251

Edwa rd Z. Fox
Vice  Pres ident, Communica tions
Environment and Sa fe ty
Arizona  Public Se rvice  Company
P.O. BOX 53999, MS 9085
P hoe nix, AZ 85072-3999

1 4

1 5

Joe  McGuirk
ME Consulta nts
10202 North 58th Place
Scottsda le , AZ 85253

Barba ra  Klemstine
Arizona  Public Se rvice  Company
P .O. Box 53999
P hoe nix, AZ 85072-3999

1 6

1 7
Brian Hageman, President
De luge , Inc.
4116 East Superior Avenue, DO
P hoe nix, AZ 85040

Elizabe th C. Archule ta , Cha inman
Coconino County Board of Supervisors
219 East Cherry Avenue
Fla gs ta ff, AZ 86001-46951 8

1 9

20

2 1

Jerry Payne
USDA Fore s t Se rvice
S outhwe s te r Re gion
333 Broadway, SE
Albuque rque , NM 87102

22

23

John Wallace
Grand Canyon Sta te  Electric Coopera tive
120 North 44th Street, Suite  100
P hoe nix, AZ 85034

24

Je rry Brownlow
County S upe rvisor Dis trict IV
Nava jo County Boa rd of Supe rvisors
P .O. Box 668
100 Eas t Carte r Drive
Holbrook, AZ 86025
Tom Als ton
Sale , Government Rela tions
Amerecian Sola r e lectric
3008 North Civic Cente r P laza
Scottsda le , AZ 85251

25

26

27

Raymond S . Heyrnan
Ros hka , He ynia n & De Wulf
One  Arizona  Cente r
400 East Van Buren, Suite  800
P hoe nix, AZ 85004
Attorneys  for Tucson Electric Power and
UNS  Ele ctric, Inc.

2 8
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Va le rie  Ra uluk, Dire c tor
Gre a te r Tucs on Coa lition for S ola r Ene rgy
P .O. BOX 42708
Tucs on , AZ 85733

3

4
Robe rt Ba lte s , P re s ide nt
Dis tribute d Ene rgy As s ocia tion of Arizona
P .O. Box 10594
P hoe n ix,  AZ 850645

6

Micha e l Gra nt
Ga llaghe r & Kennedy, P .A.
2575 East Camelback
P hoe nix, AZ 85016
Attorne ys  for Arizona  Ele ctric P owe r
Coope ra tive , Duncan Va lley Electric
Coopera tive , Graham County Electric
Coopera tive , Mohave  Electric Coopera tive ,
Navopache  Electric Coope ra tive , Trico
Electric Coopera tive , Sulphur Springs
Va lley Electric Coope ra tive  and Grand
Canyon Sta te  Electric Coopera tive  Assoc.

7

8
J e ff De ye tte
Union of Conce rne d S cie ntis ts
2 Bra ttle  S qua re
Ca mbridge , MA 02238-9015

Robe rt B. Line n
Exe cutive  Vice  P re s ide nt/Ge ne ra l Ma na ge r
S tirling Ene rgy S ys te ms
Biltmore  La ke s  Corpora te  Ce nte r
2920 Ea s t Ca me lba ck Roa d, S uite  150
P hoe n ix,  AZ 85016

9

10

1 1

Dougla s  V. Fa rt
Dis tribute d Ene rgy As s ocia tion of Arizona
3655 We s t Anthe m Wa y
S uite  A-109 P MB 411
Anthe m, AZ 85086

12

Dia nne  E . Brown
Exe cutive  Dire ctor
Arizona  P IRG Educa tion Fund
130 North Ce ntra l, S uite  311
P hoe n ix, AZ 85004

13

14

Ke vin  A. Da vids on
3162 Courtne y Ave nue
Kin s m a n ,  AZ 8 6 4 0 1

Albe rta  Tippe connic
As s is ta nt Dire ctor
In te r Triba l Counc il of Arizona
2214 North Ce ntra l, S uite  100
P hoe n ix, AZ 85004

15

16

17

Amy Le Ge rs
P re s ide nt
Ne tGe nuity
4850 Re a ta  Roa d
Fla gs ta ff,  AZ 86004

Wa yne  Byte
Ma na ging Dire ctor
Fores ight Ene rgy Company
692 Haig ft S tree t, Suite  B
San Francisco, CA 94117

18

19

Bruce  P la nk
Re ne wa ble  Ene rgy Cons ulta nt
2958 N. S t. Augus tine  P la ce
Tucs on , AZ 85712

20

S cott Higgins on
Exe cutive  Vice  P re s ide nt
Ne w Me xico a nd Arizona  La nd Compa ny
3514 Ea s t P re s idio Circle
Me s a ,  AZ 85213 .

21

22

Mike  Billo tte
Unite d Da iryme n of Arizona
P .O. Box 26877
Te mpe , AZ 85285-6877

Robe rt E. Wa lkup
Ma yor
City of Tucson
P .O. Box 27210
Tucson, AZ 85726-7210

23

24

25

26

E. Ke nne th Ma y
President
Indus tria l Sola r Te chnology Corpora tion
4420 Mcintyre  S tree t
Golde n, CO 80403
Hiram B. Smith, P re s ident
Greater Flagstaff Forests  Partnership
1300 S . Milton Road, Suite  218
Fla gs ta ff, AZ 86002

Arturo Robe rta
Atla ntis  Ene rgy S ys te ms , Inc .
9275 Be a tty Dr., S uite  B
S a cra me nto, CA 95826

27

28

]943997.1
9



Jessica  Youle
Sr. S ta ff Attorney
Ma il S ta tion P AB300
P.O. BOX 52025
P hoe nix, AZ 85072-2025

J e ff Schlege l
1167 W. Samalayuca  Drive
Tucson, AZ 85704-3224

Robe rt S . Lynch
Arizona  Tra nsmiss ion De pe nde nt Utility

Group
340 East Palm Lane, Suite  140
P hoe nix, AZ 85004-4529

Ma rk Ra nda ll
Da ys ta r Consulting, LLC
P.O. BOX 76 l
Cla rks da le , AZ 86324

Micha e l Ne a ry
Aris e ia
2034 North 13111 Street
P hoe nix, AZ 85001

Vince nt Hunt
City of Tucson
4004 W. Pa rk Avenue , Bldg. #2
Tucs on, AZ 85714

Jane Weissman
84 Richards Stree t
De dha m, MA 02026-5844

J a n Mille r
Salt River Proj act
1600 North P rie s t Drive
Te mpe , AZ 85281

Steven Brown
Ya va pa i Tribe
530 E. Me rritt
P re s cott, AZ 86301

Ben Hershey, President
Arizona  Indus trie s  of the  Future
8132 West Shennan Street
Tolle s on, AZ 85353

R ic k Te ra
Office  of Economic Deve lopment
The  Hopi Tribe
P .O. Box 123
Kykots movi, AZ 86039Sandy Bahr

Conserva tion Outreach Director
Sie rra  Club-Grand Canyon Chapter
202 Eas t McDowell Road, Suite  277
P hoe nix, AZ 85004

Da vid G. Ca lle y
S outhwe s t Windrowe r, Inc,
1801 W. Route  66
Fla gs ta ff; AZ 86001-8532

Robert H. Amman
6605 E. Eve ning Glow Drive
Scottsda le , AZ 85262

Kenne th R. Sa line
K.R. Sa line  & Associa te s
160 N. Pasadena, Suite  101
Me s a , AZ 85201-6764Da vid Be rry

Western Resource Advocates
P .O. Box 1064
Scottsda le , AZ 85252-1064

Cameron Denies
Hua la pa i Tribe
P.O. BOX 179
Pe a ch Springs , AZ 86434Alphonse  Be llac

8153 E. Mohawk Lane
Scottsda le , AZ 85255 Tom Le ple y

Phaser Energy Co.
4202 E. Evans  Dr.
P hoe nix, AZ 85032

1

2

3

4

5

6

7

8

9

1 0

1 1

1 2

1 3

1 4

1 5

1 6

1 7

1 8

1 9

2 0

2 1

2 2

2 3

2 4

2 5

2 6

2 7

2 8

Rick Gillia m
LAW Fund
2260 Baseline  Road, Suite  200
Boulde r, CO 80302
Frank Brandt
1270 E. Appalachian Road
Fla gs ta ff, AZ 86004

Rex Koontz
Deputy Genera l Manager
Na va jo Triba l Utility Authority
P.O. BOX 170
Ft. De fia nce , AZ 86504

1943997.1
1 0



1

2

J im Combs
Conservation Energy Systems
40 W. Base line , Suite  112
Me s a , AZ 85210

Miche lle  L. Ha rt
P hotocomm, Inc.
7681 East Gray Road
Scottsda le , AZ 85260

3

4

5

Fre de rick Ea ch
Colora do Rive r India n Tribe s
Route  1 - Box 23-B
P a rke r, AZ 85334

Lori A. Glove r
Co -CE O
s .o .L.1 .D. US A, Inc .
10645 North Ta tum Blvd., S uite  200
P hoe n ix, AZ 85028

6 J im Wheele r
Ass is ta nt Fire  Chie f
Flags ta ff Fire  Department
211 W. Aspen Avenue
Fla gs ta ff AZ 86001

De bra  J a cobs on
S outhwe s t Ga s  Corpora tion
5241 S prings  Mounta in Roa d
La s  Ve ga s , NV 89150

7

8

9

10

11

Ma rk He rrington, Cha irma n
Boa rd of Dire ctors
Eas te rn Arizona  Countie s  Organiza tion
P .O. Box 669
St. Johns , AZ 85936

( \

12

13

P hyllis  Bigpond
Inte r Triba l Counc il of Arizona
2214 N. Ce ntra l Ave nue , S uite  100
P hoe nix, AZ 85004

14

15

16

17

18

Andre w W. Be ttwy
Karen S . Ha lle r
Assistants  General Counsel
Le ga l Affa irs  De pa rtme nt
Southwest Gas Corpora tion
5241 Spring Mounta in Road
La s  Ve ga s , NV 89150

19

20

Clyde  Hos te tte r
3055-190 North Re d Mounta in
Me s a , AZ 85207

21

ZN

Western Resource Advocates
2260 Baseline  Road, Suite  200
Boulde r, CO 80302

23

24

25

26

27

Da vid Couture
Tucs on Ele ctric  P owe r
220 Wes t 6th S tree t
P D. BOX 711
Tucs on, AZ 85702-0711
Robe rt J a cks on
Colora do Rive r India n Tribe s
Route  1 - BOX 23-B
P a rke r, AZ 85334

28

]943997.I
11

1



APS 2007 Renewable Energy Standard

Attachment A

APS Renewable Energy lmplementation Plan



ATTACHMENT A

APS RES Implementation Plan 2008 to 2012

Arizona  P ub lic  S e rvice  Co .

APS Im p lem en ta tio n  P lan

2008 to  2012

Fo r Th e

Renewab le  Energy S tanda rd

**REDACTED VERSION**



ATTACHMENT A

APS RES Implementation Plan 2008 to 2012

TABLE OF CONTENTS

1.

2.

Exe cutive  S um m a ry..

Introduction ..

A. Re ne wa ble  Ene rgy Re quire me nts  ..

B . Re ne wa ble  Ge ne ra tion Cha lle nge s  a nd Ris ks ..

C . Dis tribute d Ene rgy Ta rge ts  ..

D . Re quire d P rogra m  Funding..

2007 AP S  Im ple m e nta tion P la n..

A. E ne rgy. .

B . Ca pa city ..

C . Re ne wa ble  Ge ne ra tion ..

Exis ting Re ne wa ble  Ge ne ra tion..

ii. Re ne wa ble  Ge ne ra tion P rocure me nt P la n a nd P roce ss  .

Ide ntifying Re ne wa ble  Ge ne ra tion Re quire me nts  ..

3.

D.

iv.

Implementation and Administration ..

Resources Required for the Renewable Generation Program..

ii. Resources Required for the Distributed Energy Program..

F. Renewable Technology Commercialization and Integration..

Costs of Program Implementation ..

i.

i.

iii.

Dis tribute d Ene rgy

Anticipa te d Dis tribute d Ene rgy P rogra m Outcome s  ..

ii. Ke y Te ne ts  of the  P ropos e d Dis tribute d Ene rgy Adminis tra tion P la n ..

iii. Dis tribute d Ene rgy Ince ntive  Budge ts  ..

Ma rke ting, Adve rtis ing a nd P a rtne rs hip De ve lopme nt . .

.1

.1

.1

.2

.3

.4

.5

.5

.5

.6

.6

.6

.7

.8

.9

.9

.10

.11

.12

.12

.13

.15

.16

E.

i.

4.

i



ATTACHMENT A

APS RES Implementation Plan 2008 to 2012

ATTACHED EXHIBITS

Exhibit 1

Exhibit 2

Exhibit 3

Exhibit PA

Exhibit 3B

Exhibit 3C

Exhibit 3D

Exhibit 4

Exhibit 4A

Exhibit 4B

Exhibit 4C

APS RES Program Summary

Budget Summary

Renewable Generation

Renewable Generation - Energy

Renewable Generation - Capacity

Renewable Generation - Cost Above Conventional Generation

Renewable Generation - Cost Above Conventional Generation per MWh

Distributed Generation

Program Assumptions

Costs and Proj ected Outcomes

Projected Outcomes by Technology



ATTACHMENT A

APS RES Implementation Plan 2008 to 2012

1.  EXECUTIVE SUMMARY

Arizona Public Service Company ("APS" or "Company") has prepared this Implementation Plan
for the live year  period 2008-2012 (the "Plan"),  in compliance with the Renewable Energy
Standard and Tariff ("REs"). ' The RES Rules require tha t  APS file an annual plan tha t
descr ibes how it  intends to comply with the rule requirements for  the next five years. In
compliance with that provision, APS has prepared this Implementation Plan, which describes the
renewable energy resources that may be added during the next live years, the estimated customer
funding and tariff amounts required to acquire those resources,  and a budget that allocates
specific funding. The RES requirement begins at 1.75% of total retail sales in 2008 and requires
10% of the renewable energy to come from distributed energy solutions.

As a separate document,  the Company is filing its Distr ibuted Energy Administration Plan
("DEAP"),  which incorpora tes  the preliminary recommendat ions reached by an infonnal
Unicor n C r edi t  P u r cha se P r ogr a m ("UC P P ")  wor king gr oup  t ha t  wa s  es t a b l i shed by
Commission Staff during 2006. The DEAP addresses the participation process for a wide range
of customers,  incentive levels,  eligible technologies and system requirements,  providing a
program that APS believes will encourage customer participation.

APS cur rent ly est imates  the cost  to comply with the RES to be $49 million in 2008 and
increasing to $97 million by 2012, with a five year total of $353 million. RES funding is
intended to cover  the cost  of  ut ility sca le renewable genera t ion in excess  of the cost  of
convent ional resource a lterna t ives,  incent ive payments for  dist r ibuted energy resources,
marketing expenses,  and program implementation and administration costs. The costs  for
renewable generation are based on APS's most current insights into that market. The costs for
distributed energy incentives and the program budget are based on incentives developed as part
of the Commission Staff' s working group and APS's best estimations of market uptake for the
various technologies available to consumers.

Annual increases in the program budget are driven mainly by the annually increasing energy
targets. At this time, APS is requesting adjustor funding of $43 million for 2008 (the current
EPS adjustor would collect approximately $10 million in 2008). The requested adjustor amount,
along with the $6 million collected in base rates, would total the $49 million of funding needed
to meet the requirement.

2. INTRODUCTION

A. Renewable Energv Requirements

APS has prepared this Implementation Plan in 2007 for  the five year  per iod 2008-2012 in
compliance with the RES, Arizona Administrative Code R14-2-1801 through R14-2-1815. The
RES requires that affected utilities satisfy an annual renewable energy requirement by providing
a percentage of their electric retail sales from renewable resources. The required percentage for

' A.A.c. R14-2-1801 e t. s eq.
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the current implementation period begins at 1.75% in 2008 and increases to 3.50% in 2012.2
That minimum percentage increases to 15% of the utility's retail sales by the year 2025.3

Renewable resources under  this  rule include "renewable genera t ion" projects ,  which are
constructed solely to export their energy production to the utility, and distributed energy ("DE"),
which is a renewable resource application acquired, installed, and operated by customers on their
premises that is used to displace the customer's energy consumption.4 As part of the RES, the
energy generated or  displaced by the DE is applied towards the percentage of the utility's
distributed renewable energy requirement.5 In both the instance of Renewable Generation and
DE,  the unit  used to t rack kilowat t  hours  ("kwh") der ived from renewable resources for
purposes of compliance with the RES is the Renewable Energy Credits ("REC"), where one kph
equals one REC.

The RES requires affected utilities to file an Implementation Plan each year for review and
approval by the Arizona Corporation Commission ("ACC" or "Commission").7 The Plan must
describe the procurement of renewable energy resources for the next five calendar years that will
meet the requirements of the RES.8 This description must identify the considered technologies,
the expected schedule for the resource incorporation on a year by year basis, and a description of
the kilowat ts  ("kW") and kph tha t  a re expected to be added to the APS por t folio by the
incorporation of those resources.9 The RES provides that costs incurred by the effected utility
that are consistent with the approved Plan shall be deemed reasonable. Further,  the RES
provides that implementation of the approved Plan by the utility shall serve to measure the
utility's compliance with the RES. Attached in Exhibit  l is a  summary of the APS targets,
energy requirements, and program budget.

B. Renewable Generation Challenges and Risks

In developing this  P lan,  APS has  eva lua ted r enewable r esources  tha t  a r e ava ilable for
procurement in the next one to two years ("the near-tenn"),  as well as those speculated to
become available over the remainder of the live year period covered by this Plan and beyond
("the longer-term"). Although uncer ta inty exists  in the specific deta ils  of many of those
renewable resources, APS believes it has chosen a strategy that will meet or exceed the minimum
renewable resource energy targets identified in the RES .

The first five years of APS's implementation strategy for achieving compliance with RES targets
are detailed in this Plan. This Plan and the resulting renewable energy goals do not come
without some risk related to meeting the renewable resource targets. Inasmuch as those risks are

A.A.C. R14-2-1804(B).
3 Id.

A.A.C. R14-2-l802.B.
A.A.C. R14-2-l805.B.
"Renewable Energy Credit" means  the unit crea ted to track kph derived from an Eligible Renewable Resource of

kph equiva lent of Conventiona l Energy Res ource dis placed by Dis tributed Renewable Res ources ." A.A.C. Rl4-2-
1801 .N.

4

5

6

A.A.C. R14-2-1813,A.
8  A.A.C. R14-2-1813.B.
9  Id .

7

2
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presently definable and quantifiable, they are identified and discussed in this Plan. Those risks
include issues such as: the ava ilability,  level and consis tency of federa l,  s ta te and loca l
incentives, the availability of renewable energy projects executed by financially and technically
sound developers, the availability of adequate transmission resources to deliver new resources to
APS load,  the availability of renewable energy projects matching APS's anticipated costs
profiles ,  the t iming of new resource availability,  and the ability of DE technologies and
technology providers to serve the needs of customers.

APS acknowledged the r isks  ident if ied above and a t t empted to account  for  them in i t s
procurement strategy. The timely delivery of energy from renewable resources is critical to
APS's compliance with the energy targets,  development of these types of projects typically
requires between two to five years. Recent experience across the nation indicates renewable
generation projects suffer from high levels of project failure, broadly summarized as the inability
to meet contract energy delivery dates. These failures and delays can be attributed to a broad
range of issues, but are generally attributed to the immature nature Of the renewable resource
markets. Published experience with renewable energy projects in California suggests that a
minimum overa ll contract  fa ilure ra te of 20-30% should genera lly be expected for  la rge
solicitations.10 APS has attempted to develop an implementation plan that assumes a similar
level of project failure rate to that observed in California. As a way to buffer against these risks,
AP S 's  exper ience with both r enewa b le ener gy p r ojec t s  a nd with convent iona l  ener gy
technologies suggests that careful project screening can reduce, but not eliminate, some of the
risk associated with project failures.

c. Distributed Energy Targets

The RES requires that affected utilities satisfy a percentage of the annual renewable energy
requirement through the addition of distributed energy resources. The required percentage for
the current implementation period begins at 10% of the 1.75% total requirement in 2008, and
increases to 30% of the 3.5% total requirement in 2012." That percentage remains at 30% of the
total renewable energy requirement through 2025.

Considerable public discussion has surrounded the DE targets described in the RES. This
discussion has centered on questions related to the magnitude of customer interest in DE, the
effect of introducing many new distributed technologies, the ability of the technology suppliers
and installers to meet the potential customer demand, and, ultimately, the total cost of incentives
required to drive the required customer participation to meet RES compliance. The extent of
customer  par t icipa t ion is  the pr imary dr iver  of DE results  and it  is  s imply unknown and
unknowable at this time. APS's recent experience with its Solar Partners Incentive Program
demonstrated that changes in public policy affecting the program (i.e.,  state and federal tax
incentive increases) and changes in program incentives can have dramatic impacts on customer
participation, far beyond those anticipated. There is no way to accurately predict whether the
amount of incentives being offered will motivate customers to participate at the necessary rate
for  fuel RES compliance. This is particularly germane, because even with availability of
significant incentives, customers must still provide significant personal funding in order to have

10 Building a  Margin of Sa fety into Renewable Energy Procurement, KEMA Inc., J an 2006, CEC-300-2006-004.
A.A.C. R14-2-1805.B.
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DE systems installed on their homes or businesses. Today, the typical residential distributed
photovoltaic system costs about $21,000 to install, attracts about $12,000 in government and
utility incentives, and requires a customer investment of about $9,000.

APS recognizes that DE is an important component of the renewable energy goals of the RES,
and, as part of this Plan, APS proposes a funding level believed necessary for compliance. APS
recognizes that uncertainty exists with respect to the proposed incentive levels and the total
number of RECs that they will generate, however, in order to comply with the DE targets, APS
believes the funding level is necessary if consumer demand for DE is adequate. The assumptions
used to build the DE program budget are based on incentives developed as part of Commission
Staffs UCPP working group, market insights from those same meetings, and APS's experience
with its Solar Partners Incentive Program. If the DE program assumptions prove to be correct,
the first year cost for this component of the RES Implementation Plan is estimated to be
approximately $42 million. This amount escalates to approximately $77 million in 2012.

D. Required Program Funding

The Implementation Plan proposed by the Company is estimated to cost a total of $353 million
over the five-year period covered by this Plan. This Plan is designed to achieve compliance with
the RES requirements. The cost for  the firs t  program year (2008) is  es timated to be
approximately $49 million and escalates to $97 million in 2012, driven mainly by the increasing
energy targets. In this implementation plan, APS is requesting an adjustor to recover only the
estimated 2008 costs of approximately $49 million, resulting in a $33 million increase over the
$16 million currently collected. In each succeeding year, as part of its Implementation Plan,
APS will request a reset of the adjustor to collect the estimated costs for the following calendar
year. Current estimates for each of those years can be seen in Exhibit 2.

Several of the exhibits contained in this Plan include pricing estimates that have been made by
APS in development of the program costs. Some of the pricing included in this Plan is pricing
from existing confidential contracts. The price estimates are necessary to allow APS to provide
the information sought by the Commission as part of the Implementation Plan. In addition,
summary expenditures and energy requirements for generation provided on a year by year basis
could be used to infer much of the confidential pricing information. APS believes it is in the best
interest of the Company and our customers to ensure that future suppliers of renewable resources
compete for the right to supply renewable energy without a pre-conceived notion of the pricing
assumptions or confidential pricing in this plan. Therefore, APS has submitted a redacted
version of that confidential infonnation and will provide Staff the competitively confidential
infonnation pursuant to an executed Confidentiality Agreement.

This Plan makes reasonable assumptions concerning renewable energy resources, and as APS
gains more experience with renewable resources, future Plans will account for the realties APS
encounters in the actual implementation of the RES.
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3. 2007 APS IMPLEMENTATION PLAN

A. Energy

The RES identifies the minimum annual percentage of a  ut ility's  reta il sa les that  must  be
obtained from renewable resources. The first  year  target covered by this Plan is the 2008
percentage of l.75%. The renewable resource targets required to meet APS's targets for each
year are detailed in Exhibit PA. The targets detailed by the RES are described in two categories,
renewable generation and distributed energy resources.

Renewable generation is represented by projects that export their energy production to the utility.
These projects are typically large-scale facilities that use renewable resources such as wind,
solar, geothermal, biomass, and biogas to generate electricity. Energy produced from those
resources is delivered through the transmission and distribution systems arid, ultimately, to the
utility's customers.

Distributed energy resources are represented by technology applications that are physically
installed on the customer's property. Those applications are typically specifically designed for
the distributed setting. Dist r ibuted applica t ions under  the RES include a  wide range of
technologies, today those technologies are most frequently represented by photovoltaic and solar
water  heating systems. The DE displaces the customer 's energy needs.  It  can be tied to the
existing APS distribution system or it can be installed as a remote application, independent of the
APS distribution system. As part of this Plan, APS does not plan to install DE at customers'
properties, rather, the installation of DE is facilitated by providing customers with financial
incentives for the installation of those resources by licensed contractors.

B. Capacitv

The RES targets are energy based (kph) only with no capacity (kvxn requirements. However,
the Plan utilizes generation capacity assumptions to forecast compliance with the energy targets.
When equating energy targets to planned capacity levels, it is important to recognize that the
capacity factors for  various renewable generation technologies vary significantly. Some
technologies, such as geothermal and biomass, are very predictable and can produce at capacity
factors near 80-90%, similar to conventional base load generation. Some renewable generation
technologies, such as solar, are predictable but have inherently low capacity factors of l5-30%,
driven by the daily availability of solar radiation. Other renewable generation technologies, such
as wind, are less predictable on a real time basis. However, wind will generally produce capacity
factors in the range of 25-40% annually, depending on the characteristics of the wind resource in
a given location.

The mixture of the technologies employed is critical, and the ultimate mixture will dictate the
additional capacity required to achieve the energy targets.  Exhibit CB provides the level of
capacity for the specific mixture of technologies assumed in this Plan for the coming live years.
Exhibit CB is not intended to be an exact representation of the resources APS intends to acquire,
but merely an example of a potential resource mix, based on APS's current understanding of the
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market.  The economics of a particular resource or technology will ultimately determine the
extent to which any one technology is employed as part of the overall portfolio.

\

c. Renewable Generation

The design of this Plan is to provide sufficient flexibility to provide the best opportunity to meet
or exceed the RES target at a reasonable cost. The Plan provides descriptions of the current
prob ects under contract, as well as the expected resource additions over the next five years.

Existing Renewable Generation

To date,  APS has entered power  purchase agreements  ("PPA") for  renewable genera t ion
resources totaling approximately 114 megawatts ("MW") of capacity. APS a lso owns and
operates approximately 6 MW of solar capacity. The composition of the existing portfolio is
detailed in Exhibits PA and CB.

ii. Renewable Generation Procurement Plan and Process

The energy required to meet the APS targets and the anticipated demand for the Green Power
rates in each of the next five years is outlined in Exhibit 1.  In general,  two to five years is
required from the initiation of an RFP to the point at which energy can How into the APS system
from a new renewable generation project. The majority of that time is required for development
and construction. Therefore, an RFP started in 2007 would be expected to result in renewable
energy that would apply to the renewable resource target no sooner than 2009.

APS projects that it will need energy output from renewable resources in 2008 and beyond, in
addit ion to tha t  which has  a lr eady been cont racted. Accordingly,  APS implemented a
competitive procurement process in 2007. The competitive procurement process will consist of,
but not be limited to, the issuance of RFPs, negotiated bilateral supply contracts,  and other
competitive solicitations seeking long-term renewable resources. Implementing an effective
competitive procurement process will ensure a fair and unbiased procedure that will efficiently
incorporate a full range of renewable resources alternatives from the marketplace.

In the evaluation of bids submitted during the competitive procurement process, analysis of
proposals will include an analysis of: energy production, capacity value, deliverability, technical
characteristics, operational perfonnance, reliability, efficiency, credit, and respondent
experience. The procurement and project  selection procedure employed by APS has been
documented and certified by an independent auditor as required by the REs.i2

This Plan attempts to fully acknowledge the reality that PPAs and project development methods
will not necessarily conform to required delivery schedules and planned quantities. Renewable
generation projects, like other generation projects, may fail to achieve scheduled commercial
operation. A recent review of renewable projects in California stated that utilities should expect

12 A.A.C. R14-2-l812.B.6 "...procedures  for choos ing Eligible Renewable Energy Resources  and a  certifica tion
from an independent auditor tha t those procedures  are fa ir and unbiased and have been appropria tely applied."
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that 20-30% of renewable contracts experience termination or major delays.13 Similar project
delays or failures could cause APS to fall short of its renewable energy targets.. These risks
require APS to design and employ contingency measures. The primary tool planned to prevent
energy shortfalls resulting from these risks is a procurement goal of 120% of the target energy
for three to five years into the iiiture.

iii. dent/ing Renewable Generation Requirements

During the  live  yea rs  cove red by this  P lan, the  renewable  re source  ta rge ts  increase  from 1.75%
in 2008 to 3.50% in 2012. In the  nea r-te rm, this  P lan focuses  on exis ting and planned renewable
re s ource  proje cts  to me e t thos e  ta rge ts . This  P la n a ls o conte mpla te s  tha t ne w re ne wa ble
ge ne ra tion will be  contra cte d a nd de ve lope d during the  five  ye a r pe riod cove re d by this  P la n.
APS has  based its  program budge t and ene rgy procurement on severa l a ssumptions . These  a re
discussed be low. S ome  de ta ils  a re  compe titive ly confide ntia l a nd tha t infonna tion ha s  be e n
redacted. Thos e  de ta ils  will be  provide d to  S ta ff purs ua nt to  a n e xe cute d Confide ntia lity
Agreement.

Costs  of Renewable  Genera tion

For purposes of resource  and budget planning, the  costs  of renewable  generation are  based on the
portion of the  renewable  ene rgy cos t tha t is  above  the  Marke t Cos t of Comparable  Conventiona l
Genera tion.14 For exis ting contracts , the  percentage  above  APS's  cost for comparable  genera tion
wa s  e s ta blishe d a t the  time  the  contra ct wa s  s igne d a nd the  pe rce nta ge  is  a pplie d to the  tota l
contract cos t for the  planning yea r. For future  contracts , the  price  is  e s tima ted based on exis ting
re ne wa ble  ge ne ra tion contra cts , re ce nt ma rke t e xpe rie nce , a nd ge ne ra l tre nds  obs e rve d in
re ne wa ble  ge ne ra tion proje ct de ve lopme nt. The s e  pe rce nta ge s  will be  re -e va lua te d during
subse que nt five  ye a r pla nning pe riods . All re ne wa ble  re source  cos ts  a re  de scribe d in te rns  of
dolla rs  pe r me ga wa tt hour ("MWh") a bove  AP S 's  compa ra ble  conve ntiona l ge ne ra tion. The
de ta ile d cos t a s sumptions  use d to de ve lop the  budge t for procure me nt of the se  re source s  a re
include d in Exhibits  AC a nd 3D. Be ca us e  this  informa tion is  compe titive ly confide ntia l, it will
be  provided to S ta ff pursuant to an executed. Confidentia lity Agreement.

P lanned Resource  Additions

The annual increases in the  renewable  targets suggest that renewable  generation resources can be
de ve lope d a nd procure d in incre me nts  s ize d to ma tch a nnua l incre a s e s . Ma king re s ource
a dditions  tha t s pe cifica lly ma tch the  re quire me nt is  unlike ly. As  s uch, in  s ome  ye a rs  the
re ne wa ble  ge ne ra tion procure d will e xce e d tha t s pe cifica lly ta rge te d. For purpos e s  of this
discuss ion, those  a dditions  a re  re fe rre d to a s  "non-line a r a dditions ." The  sche dule  of re source
a dditions  provide d in Exhibit 3 ide ntifie s  s pe cific ta rge te d a dditions  of re ne wa ble  re s ource s .
(Exhibit 3 conta ins  compe titive ly confidentia l informa tion tha t has  been redacted from the  public
ve rs ion.) Those  a dditions  a re  lis te d a s  "Ta rge te d Additions ." AP S  incorpora te d the  a ddition of
"gene ric" projects  to mimic the  non-linea r e ffect on both ene rgy contribution and program cos ts .

13 CEC-300-2006-004, Building a  "Margin of Sa fety" into Renewable Energy Procurements : A Review of
Experience with Contract Fa ilure, January 2006.
14 A.A.C. R14-2-1801 .K defines  this  term.

1.

2.
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The project additions included in Exhibit 3 were used to simulate the impact to the program
budget and to demonstrate impacts to procurement timing.

New renewable generation resources (beyond 2012) are determined based on compliance with
the energy ta rget  for  a  given year . When exist ing resources are inadequate to meet  the
requirement,  APS used a  blend of renewable resources to simulate the capacity addit ions
required. The economics of a particular resource or technology will ultimately determine the
extent to which it is employed in the portfolio, however, at this early phase of RES planning,
APS assumes a diverse set of resources and technologies will be employed. The details of these
assumptions are included in Exhibit 3,

For each technology, the planning model incorporates an assumed capacity factor. The modeled
capacity factors are based on APS's review of technical performance information for  each
technology, discussions with prob et developers, and a review of published information related to
currently operating commercial renewable resources.

D. Dis t r ib u te d  En e rg v

APS recognizes that DE is an important component of the renewable energy goals of the RES,
and, as part of this Plan, APS proposes a funding level it believes necessary for compliance each
year to support the distributed generation program. APS recognizes that uncertainty exists with
respect  to the proposed incentive levels and the tota l number  of RECs that  they generate,
however, in order to comply with the DE targets, APS believes the proposed funding level is
necessary to accommodate required consumer demand for DE.

APS has requested a reset of its current EPS adjustor necessary to recover only the 2008 estimate
for the DE program, as previously discussed. Increases in the adjustor will be required in future
years for APS to meet the DE requirements in the RES. APS believes that adjusting the funding
annually allows APS, together with the ACC, to implement a program with a clear understanding
of program performance and costs without over collecting funds from customers in the near-tenn
or compromising the overall resource goals of this Plan and the RES .

Commission Staff initiated the UCPP working group described in A.A.C. R14-2-1810 in June
2006, and APS participated in all of the working group efforts. The working group made
significant progress towards the development of recommendations to Commission Staff, but a
final report has not yet been completed. APS has used the approach developed by the UCPP
working group for the Company's proposed DE incentive program. This working group made
considerable progress towards identifying program workflows, technology sensitive incentive
structures and levels, and technology specific requirements and limitations. The efforts of the
working group provided APS with insight  on the anticipated potentia l contr ibutions from
technologies not previously included in APS's DE programs. Planning models, implementation
strategies, and budgeting for the DE program were all designed with specific consideration for
the insight from the UCPP working group. In addition, APS relied on over six years' experience
with its Solar  Partners Incentive Program, as well as ongoing dialogue with many industry
stakeholders.
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Anticipated Distributed Energy Program Outcomes

As part of this Plan, APS developed a planning tool to help anticipate DE program outcomes,
both from energy and budgetary perspectives. In developing the anticipated program outcomes,
a number of assumptions about technologies and customer preferences were required. The
assumptions included the anticipated number of projects by technology requesting incentives and
the anticipated energy contribution from each DE project. Anticipated energy contribution was
described by assumptions on average project size and average project production. The detailed
assumptions were required for purposes of budget and planning, they are not intended to reflect
allocations, funding caps, or preference for any one technology. The assumptions are detailed in
Exhibit 4.

Incentives were drawn from the draft UCPP working group efforts and have been included in the
APS Distributed Energy Administration Plan ("DEAP").  The DEAP is a separate document
submitted in conjunction with the Implementation Plan in general compliance with A.A.C. R14-
2-l8l0.B. The DEAP, generally described below, details different incentive types for use in the
DE program. For planning purposes, assumptions about customer preference for the variety of
incentive alternative were required. Planning assumptions are also detailed in Exhibit 4A.

APS's  proposed DE budget ,  combined with the planning assumptions,  results  in specific
outcomes. (Exhibits 4B and 4C). The actual results of program implementation are likely tO
differ from those anticipated by APS's planning efforts as customers learn more about the variety
of technologies and applications available as a result of APS's program marketing, advertising,
and partnership development efforts.

ii. Key Tenets of the Proposed Distributed Energy Administration Plan

APS's distributed energy program is detailed in the DEAP. Below follow several key tenets of
APS's program as described in the proposed DEAP.

Administration

Project funding is not guaranteed until a reservation confirmation is received for each project
from APS. To receive a reservation and an incentive, applicants must follow the established
reservation, installation, and inspection procedures.

Equipment and Installation Requirements

Systems will be required to adhere to generally accepted industry standards, federal, state and
local codes, all applicable regulatory requirements,  and manufacturer recommendations for
installation and operation. Systems must be installed by an Arizona licensed contractor holding
an active certification for the technology being installed.

i.

2.

1.
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Incentives

Incentives are designed to defray some of the costs of a system designed to offset a typical load
of a customer. Systems qualifying for DE incentives cannot qualify for other utility incentives.

Resident ia l -  Customers for  resident ia l incent ives can apply for  a  one-t ime
payment based on the DE system's capacity or based on the first year estimated
savings provided by the DE system, dependant on the technology application.
This type of incentive is referred to as an Up-Front Incentive ("UFI").

Non-Residential - Non-resident ia l customers will either  receive a  UFI or  a
production incentive, which is paid over time. Projects receiving production-
based incentives ("PBI") are paid based on system energy output rather than on
system capacity. Projects  with a  tota l incent ive va lue of  $75,000 or  less
(calculated as the present value of the total of incentive payments) will receive
one-time capacity based incentives, all others will receive incentives based on
production.

Market-Driven Projects

Projects that fall outside of the standard administrative, equipment, or incentive requirements for
DEAP projects or projects that are solicited by APS to achieve specific program goals may be
eligible for  incentives as market-driven projects. These projects  must  be comparable to
conforming prob ects in financial efficiency to be considered for incentives.

Customer Self-Direct

Eligible customers are required to declare the amount of the self-directed funding requested at
least 60 days before the Implementation Plan is tiled for the upcoming year. These projects must
be comparable to conforming projects in financial efficiency to be considered for incentives.
The amount of funds allocated to customer self-directed projects will be disclosed in the Plan for
the next program year .  (See also, APS Adjustment Schedule SDR, Self-Directed Renewable
Resources).

iii. Distributed Energy Incentive Eudgets

The proposed DE incentive budget for the five year planning window is described in Exhibit 4B.
The incentive budget allocation is designed to result in half of the distributed energy to be from
residential installations and half from non-residential.17 Annual increases in program budget are
designed to accommodate both an increase in the DE energy target  and to account for  the
increasing levels of commitment to PBIs,  which are used primarily for  non-residential DE
resources. The incent ive matr ices  incorpora ted as  par t  of the DEAP descr ibe incent ive

A.A.C. R14-2-l80l(H) "Eligible Cus tomer" mean an entity tha t pays  Tariff funds  of a t leas t $25,000 annua lly
for any number of rela ted accounts  or services  within an Affected Utility's  service a rea ."
16 A,A.C. R14-2-1809.
17 A.A.C. R14-2-l805.D.

1 5

4.

3.

5.
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reductions every two years of the program. Those planned reductions were designed by the
UCPP working group in an attempt to reflect the anticipation that DE technologies will decline
in cost as market penetration and product availability increases. Three specific allocations are
descr ibed in Exhibit  4B. They include: non-residentia l UFIs,  non-residentia l PBIs,  and
residential UFIs.

The DEAP describes potential funding for customer self-directed projects. As part of the DEAP,
a budgetary earmark is required to fund projects meeting the criteria of customer self-directed
projects. To date, no funds have been paid to APS as part of the RES, and, therefore, no projects
currently qualify for customer self-directed funds. As a result, in this initial Plan, no allocation
has been established.l8

As was previously descr ibed in this Plan,  the annual funding level for  DE incentives was
established based on the estimates of the energy needed for compliance, anticipated consumer
demand, projected sales and development time frames, variations in the levels of technology
maturity, and availability of equipment for installation. In the event that funds collected for use
in the DE incentive program are not fully subscribed in a program year, those funds will be
applied to the next program year and allocated to achieve the required energy outcome between
residential and non-residential projects.

iv. Marketing, Advertising and Partners/up Development

To foster consumer awareness and interest in the DE incentive program, and in response to
Commission direction,  APS proposes to employ a multifaceted marketing campaign. The
campaign will be designed to address three primary goals, all aimed at increasing participation in
DE programs. Those goals are: 1) to create heightened awareness of APS's DE incentive
programs, both for customers and stakeholders, 2) to create messages that deliver sufficient
motivation to make renewable distr ibuted energy a compelling product for  both individual
consumers and businesses in APS's service territory, and 3) to identify APS's DE incentive
programs as a customer choice to address the growing energy needs and environmental concerns
of Arizona.

The objectives of all actions under the marketing campaign will be to motivate APS customers to
"think" about renewable DE, to "believe" in the ability of DE to support both individual and
statewide renewable resource goals and to "act" to use the DE incentives. To accomplish these
objectives, the marketing campaign will bring together a combination of pointed and motivating
messaging,  ident ify cr it ica l program par tners ,  mot iva te par tnership development ,  dr ive
community outreach, and employ an effective and convincing use of media, both placed and
earned.

The marketing campaign will include a variety of important strategies to accomplish the program
goals. A few of the key strategies will include:

18 A.A.C. R14-2-1809.A.
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• Implementation of a research program that will identify the most effective
messages to overcome purchase barriers for residential customers, builders,
and commercial customers.
Creation of a campaign for DE energy that motivates Arizonans to take a
new/second look at the benefits and reliability of DE technologies.
Utilization of targeted media (both placed and earned) to raise visibility of
renewable DE alternatives.
Creation of strategic alliances that allow for maximum exposure of the APS
DE message to specifically targeted audiences.
Use of the APS website and customer communications vehicles to deliver DE
messages.
Creation of sales tools to support both residential and non-residential customer
acquisition.

In developing a  budget  for  the DE market ing campaign,  APS consulted with a  na t ionally
recognized renewable resource consulting firm, reviewed available data for customer program
marketing budgets among other states and utilities, and considered the level of anticipated effort
to create consumer demand based on the breadth of available teclmologies and the proposed DE
incentive budget, The proposed annual budget is detailed in Exhibit 2.

E. Implementation and Administration

In developing both strategy and a budget for implementation of the RES, a logical separation was
created between those elements required to support the renewable generation portion of the
program and the DE portion of the program. Renewable generation involves expertise in utility
scale renewable generation technologies, competitive procurement and evaluation processes,
project siring, utility integration, transmission and distribution related issue, complex contract
negotiations, and contract management. The DE program is  a  mass market  program tha t
involves thousands of individual interactions requiring customer communication,
interconnections, inspections, customer billing, and a sophisticated system to monitor REC
production. Of course, certain resources are used to support both portions of the RES and they
are characterized as such in the descriptions that follow.

Resources Required for the Renewable Generation Program

The renewable generation program requires knowledge area experts to identify those aspects of
renewable generation procurement, engineering, and market analysis that are unique from those
same areas in conventional energy operation and to coordinate with the impacted operational
areas of APS to seamlessly integrate renewable resource management into APS's standard
business practices. T he knowledge a r ea  exper t s  compr is ing the r enewable genera t ion
administrative team include the personnel necessary to manage the program, which includes
establishing policies  aha  procedures,  procur ing renewable genera t ion,  handling contract
administration and construction management, managing benchmarking and resource integration
studies, and performing program monitoring arid compliance reporting.

i.
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Many APS personnel support the program, but are not part of the administrative team, and those
employees are not  included in the program costs . These personnel are considered "non-
incremental" and are required to support  the general operations of the Company and have
responsibilities that are not directly related to the non-distributed program. This includes, but is
not limited to,  regulation and pricing,  accounting,  legal,  c.ontract administration,  contract
settlement, transmission planning, power and gas marketing, and resource planning.

ii. Resources Required for the Distributed Energy Program

The implementation strategy for the DE program was developed with the following targets :

•

Developing an accurate, efficient and customer friendly process.
Integrating the program processes into the general business operations.
Creating a scalable process that responds to adjustments in the volume of
program participation.
Supporting the strategic marketing efforts of the program.

T o a ccompl ish t he ob jec t ives  s et  for t h  r equ ir es  a  s igni f ica nt  inves t ment  in  p r ogr a m
implementation. The DE program requires a significant number of individual transactions and
ea ch t r a nsa ct ion impa ct s  numer ous  pa r t s o f  AP S  b u s ines s infrastructure. As such,
implementation costs for the DE program are significant.

Program Resources

The implementation team is comprised of the resources necessary to execute the DE incentive
program. This includes the fixed payroll personnel required to administer the reservation and
interconnection applications and agreements, review system design for conformance with DEAP
and interconnection requirements, process incentive payments, answer customer and installer
questions about the program, and perform field inspections. It also includes the variable payroll
personnel required to program and install bi-directional and performance meters,  tag utility
equipment  to ident ify potent ia l backfeed sources ,  and provide billing suppor t  to par t ia l
requirements customers. This also includes the personnel required to manage the execution of
the program, develop and execute the marketing and advertising programs, and provide ongoing
program monitoring and compliance reporting. The number of implementation team members
required is proportional to the number of program participants.

There are also resources supporting the program that are neither part of the administrative nor the
implementation teams. These personnel are considered "non-incremental" and are required to
support the general operations of the utility and have responsibilities that are not directly related
to the distr ibuted program. This  includes,  but  is  not  limited to,  regula t ion and pr icing,
accounting, legal, contract administration, and meter reading.

Material Costs

Measuring the actual number of kph returned to the grid by DE resources requires the use of a
bi-directional meter rather than a standard utility meter. The incremental cost charged to the

1.

2.
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RES is  the  diffe rence  in cos t be tween the  bi-directiona l mete r and the  s tandard utility mete r.

For compliance  ve rifica tion and program eva lua tion purposes , the  DEAP proposes  to capture  an
a nnua l me te r re a d for a ll DE s ys te ms  ge ne ra ting e le ctricity. AP S  be lie ve s  tha t cus tome rs  will
a ls o be  inte re s te d in the  a bility to tra ck tota l kph ge ne ra te d by the ir s ys te m. To fa cilita te  both
the  me te r re a d ca pture  re quire me nt a nd to he lp cus tome rs  tra ck the  kph production by the  DE
sys te m, APS  pla ns  to ins ta ll a nd re a d the  sys te m me te r for a ll pa rticipa nts  in the  progra m. The
only cos ts  cha rge d to the  RES  a re  those  cos ts  a s socia te d with providing the  s e cond me te r to
record sys tem production. The re  a re  a lso incidenta l ma te ria l cos ts  a ssocia ted with the  program,
includ ing , bu t no t limite d  to , s ys te m locks , ta gs , ins pe ction  too ls  a nd  tra ns porta tion  fo r
inspection personne l.

APS may a lso ins ta ll an inte rva l recording me te r on a  sampling of s ite s  tha t will be  used by load
re se a rch to conduct s tudie s  on the  coincide nce  of sola r output vs . AP S  sys te m loa d. The  only
ma te ria l cos t cha rge d to the  P rogra m will be  the  incre me nta l cos ts  of the  inte rva l re cording
me te r.

Technologica l Improvements  Required

The  proce s s  flow to e ffe ctive ly a nd e fficie ntly imple me nt the  DE ince ntive  progra m re quire s
integra tion with exis ting sys tems , including cus tomer billing, the  APS.com webs ite , program and
opera tions  da tabases , accounting systems, and dispa tch and scheduling tools . This  investment is
re quire d to e nsure  inte grity a nd support the  sca le  of the  progra m a s  it is  de scribe d in the  P la n.
The  te chnology tools  to s upport the  dis tribute d ince ntive  progra m tha t AP S  will de ve lop a nd
integra te  into exis ting sys tems include :

An a gre e me nt proce s s ing a nd workflow ma na ge me nt tool .--- This  too l will
provide  a n inte rfa ce  through the  AP S .com we bs ite  to a llow cus tome rs  a nd
ve ndors  to comple te  a nd submit a ll progra m forms  a nd a gre e me nts  on-line ,
with  da ta  to  be  s tore d in  a  ce ntra l da ta ba s e . Th is  to o l will in c lu d e  a n
integra ted workflow management to provide  s ta tus  tracking, work orde rs , and
s che duling. The  tool will a ls o inte gra te  into a ll ma jor s ys te ms , including the
billing system, and the  opera tions and accounting databases.

Automa te d cus tome r billing - The  re a dings  from the  b i-d ire ctiona l me te r
will be  inte gra te d into the  AP S  billing sys te m. The  cre dit for the  e ne rgy sold
ba ck to the  AP S  s ys te m will be  ca lcula te d within the  billing s ys te m a nd will
appear on the  customer's  s tandard APS bill.

• Pe rforma nce  informa tion tools - The  re a dings  from the  s ys te m me te r will be
inte gra te d into the  AP S  billing s ys te m. Thos e  re a dings  will be  dis pla ye d on
the  cus tomer's  regula r billing s ta tement. A tool will a lso be  ava ilable  to a ss is t
the  cus tome r in proje cting e ne rgy dolla r sa vings  ba se d on kph output from a
"typica l" DE s ys te m.

3.
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Reporting and maintenance - Data capture necessary for  ongoing program
monitor ing and compliance r epor t ing will  be facili ta ted by developing
standard reports and a reporting tool for ad hoc queries.

F. Renewable Technology Commercialization and Integration

APS proposes a budget allocation for studies related to commercialization and integration of
renewable resources. The purpose of this budget allocation is to enhance and accelerate the
development, deployment, commercialization, and utilization of renewable resources for the
benefit of APS customers.

APS wit] prioritize commercialization and integration studies to help meet the accelerated RES
goals for renewable resources. As par t  of APS's long standing commitment  to renewable
resources, several studies related to commercialization and integration are already underway.
Those studies and ongoing experience with renewable resources will help identify additional
study subj ects necessary to achieve program goals.

Activities undertaken as part of this program may be supported either by APS solely,  or  in
partnership with other organizations and entities including private industry, public research
institutions, and government laboratories. In planning and funding these activities, APS intends
to take full advantage of opportunities to leverage state and federal research and development
efforts and supporting funding opportunities. Specifica lly,  APS will s t r ive to increase
coordination efforts with the U.S. Department of Energy ("DOE"), the Arizona Department of
Commerce Energy Office, and the national laboratories to realize greater investment of federal
research funds in Arizona and specifically APS service territory. APS also intends to coordinate
more closely with Arizona universities to better utilize those resources.

Studies presently underway that are currently funded by the EPS include:

• Arizona Renewable Resource Study - Joint ly funded by APS,  Sa lt  River
Project ("SRP"),  and Tucson Electric Power Company ("TEP"),  the study
represents  an independent  ana lysis  of potent ia l r enewable resources  in
Arizona. The analysis is being conducted by leading energy engineering
consulting group, Black and Veatch, and will effectively establish a baseline
understanding of renewable energy resources presently perceived as available
within the Arizona. In addit ion,  the study will define renewable energy
technology applica t ions,  associa ted cost  s t ructures ,  as  well as  ident ify
r enewa b le ener gy ma r ket  oppor tuni t ies ,  which shou ld encour a ge t he
development of renewable energy projects in Arizona.

APS Wind Integration Studv - This  s tudy dr ives extensive research tha t
leverages available wind data within Arizona and evaluates the potential for
incorporating utility scale wind into APS's system. The study will then
specifically evaluate the costs that result from integrating wind into the APS
system.
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Joint Utility Market Study - This joint effort will result in a statewide market
study evaluating consumer receptiveness to the installation of distr ibuted
renewable energy equipment, particularly photovoltaic. Participants include
APS, SRP, TEP and the Arizona Cooperative Utilities.

Concentrating Solar Power Project Studies APS,  in conjunct ion with
several regional utilities, has formed a Joint Development Group ("JDG") to
explore the possibility of issuing a joint RFP for energy from a large-scale
(250MW) solar plant. This effort is intended to provide project developers
with ener gy a nd ca pa c i t y levels  la r ge enough t o dr ive cos t  ef fec t ive
economics into the development of solar resources, in an attempt make solar
generation more cost competitive with non-solar resources. The efforts of the
JDG will require investment in studies related to project siring and specialized
support for the development of an RFP.

In determining whether to fund new studies related to commercialization and integration, APS
will consider three key functional areas :

• Renewable technologies and available resources - These include studies of
the attributes, characteristics, and costs of renewable energy technologies and
the availability and viability of renewable energy resources in the state of
Arizona and the western United States. Specifically,  APS believes it  is
valuable to explore geothermal resources,  monitor ing and forecast  wind
resources,  evaluate attr ibutes specific to solar  sites for  development,  and
investigate and field monitor small scale hydropower opportunities.

Transmission and system integration impacts These studies would be
designed to provide APS with a  bet ter  understanding of the opera t ional
impacts, costs of integration, and for the identification of opportunities with
r enewa ble ener gy r esour ces  in the APS  gener a t ion,  t r a nsmiss ion a nd
distribution systems. APS recognizes the critical importance of transmission
in the success of the expansion of renewable generation. Any significant
increase in renewable genera t ion must  be integra ted into the long-term
planning for transmission to be successful.

Distribution system impacts -  These s tudies  will  examine the impacts  of
distributed energy resources on the power distribution system. Specific areas
of study would include impacts on the general distribution system, design and
construction, operations and maintenance, safety, power quality, and load
forecasting.

4. COSTS OF PROGRAM IMPLEMENTATION

The cost of the APS Implementation Plan is comprised of two key cost segments, renewable
generation and distr ibuted energy. A summary of the costs of those segments and the major
components for each segment are included in Exhibit 2. As seen in Exhibit 2, APS currently
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estimates the cost to comply with the RES to range between $49 million in 2008 to $97 million
in 2012, with a 5 year total of $353 million. The annual increases are driven mainly by the
annually increasing energy targets.

RES funding is intended to cover the cost of utility scale renewable generation in excess of the
cost of conventional resource alternatives, incentive payments for distributed energy resources,
marketing expenses, and program implementation and administration costs. The costs  for
renewable generation are based on APS's most current insights into that market. The costs for
distributed energy incentives and the program budget are based on incentives developed as part
of the Commission Staffs working group and APS's best estimations of market uptake for the
various technologies available to consumers.

At this time, APS is only requesting adjustor funding of $43 million for 2008. (The current EPS
adjustor would generate approximately $10 million in 2008, which means the increase for the
RES adjustor is $33 million above what would otherwise be collected by the EPS adjustor.) The
requested adjustor amount, along with the $6 million already included in base rates, would total
the $49 million of funding needed to meet the requirement. APS intends to request additional
funding in each successive year for the following calendar year's estimated cost. In other words,
in 2008 APS will request funding for the 2009 calendar year as part of its 2008 Implementation
Plan and so on. The estimates contained in Exhibit 2 would be updated each year to determine
the necessary level of funding from customers.

Page 17 of17



APS Renewable Energy Standard Implementation Plan for 2008-2012

Exhibit 1

APS RES Program Summary



Exhibit 1 - APS RES Program Summary

Exhibit 1 outlines the annual APS renewable energy targets by renewable
generation and distributed energy, anticipated needs, and summarizes the
proposed budget
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Exhibit 2 - APS RES Budget Summary

Exhibit 2 details the APS RES Program proposed budget for 2008 to 2012 by line
item for both Renewable Generation and Distributed Energy.
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Exhibit 3 - APS Renewable Energy Projects and Estimated Cost

Exhibit 3 provides details of the APS renewable energy program. The following
sections are included

1. Expected energy contribution from existing and planned renewable
generation
Capacity for the existing and planned renewable generation
Estimated cost per MWh above comparable conventional generation
for existing contracts and planned projects

4. Estimated total annual cost above comparable conventional generation
for each of the existing and planned projects
Renewable generation procurement targets

2.
3.

In addition to the items discussed above, several assumptions were used to
develop the APS Implementation Plan, These assumptions are discussed below

New Capacity Assumptions

Renewable Generation Caoacitv Addition

The actual technology and capacity added any year will be driven the best
value alternative resulting from market procurement efforts

5.
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Exhibit 4 - APS Distributed Energy Annual Budget 8< Projected Program
Outcomes

Exhibit 4 details the annual budget and projected program of the APS DE
program. The program outcomes are driven by the assumptions detailed in
Exhibit 4. While the results included in the exhibit are the best estimates
provided by Ape, the actual results will likely vary based on customer
participation, selection of specific technologies, and actual average project size.

The following documents are provided in this exhibit.

2.
3.

1. Customer participation assumptions used to estimate the program energy
and capacity contribution.
DE program budget and allocations.
The projected program outcomes by energy, capacity, and number of
installations.
The projected program results by technology.4.
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Exhibit 4B: APS Distributed Energy Protected Proqram Outcomes

2008 2009 2010 2011 2012

26,055 25,682 38,119 49,833 53,230

25,682
770

2,122
2,a92

28,573
26,452
2.122

49,833
1,495
6,028
7,523

53, 230
1,567
a,s92
9,959

63,189
54,797
8,392

1,000

Annual Proqram Cost ($000sI
Residential UFI
Residential PBI

Sub-Total Residential
Non-Residential UFI
Non-Residential PBI

Sub-Total Non-Residential
Total Residential and Non-Residential

UFI
PBI
Existing PBI Commitments

Total UFI s. PBI

26, 055
661
979

1, 640

27,695
26,715

979

1 ,000

28,695

1 ,000

29,573

38,119
1,143
s,a15
4,958

43,077
39,262
3.815

1,000

44,017

57,356
51,328
6,028

1 ,000

58,356 64,189

122,281
122,281

176,593
176,593

Annual Enerav Production IMus)
Residential
Non-Residential
Total Residential and Non-Residential

25, 809
25,809

51,619

45,886
45,886

91,771

78,996
78,996

157,991 244,561 353,187

UFI
PBI

Total UFI a. PBI

30,138
21,481
51,619

53,581
38,191
91,771

92,243
65,748

157,991

142,787
101,775
244,561

206,208
146,979
353,187

6.206 6,117 10,088 13,188 16,548
Incremental Installed Capacitv (kWsl

Residential UFI
Residential PBI

Sub-Total Residential
Non~Residential UFI
Non-Residential PBl

Sub- Total Non-Residential
Total Residential and Non-Residential

6,206
38

3.637

3,675
9,a80

6, 117
44

4,241

4,285
10,402

10,088
73

6,994

7,067
17,154

13, 188
95

9,144

9,238
22,426

16,548
119

11,473

11,592
28,140

Cumulative Total
Residential
Non-Residential

Total Residential and Non-residential

7.863
5.509

13,372

13,980
9.794

23,774

24,068
16,860

40,928

37,256
26,099

63,354

53,803
37,691

91,494

7.355 7.249 11,956 15,630 19,612
Incremental Number of Installations

Residential UFI
Residential PBI

Sub-Total Residential
Non-Residential UFI
Non-Residential PBl

Sub-Tota/ Non-Residential

Total Residential and Non-Residential

7,355
GO
57

126

7,481

7,249
81
66

147

7,395

11,956
133
109
242

12,198

15,630
174
142
316

15,946

19,612
218
179
397

20,009

Cumulative Total
Resideniia I
Non-Residential

9,320
189

15,569
335

28,525
577

44,155
894

63,767
1,291

7,863 13,980 24,068 37,256 53,503
Cumulative Installed Capacitv (kWsl

Residential UFI
Residential PBI

Sub- Total Residential
Non-Residential UFl
Non-Residential PBI

Sub-Total Non-Residential
Total Residential and Non-Residential

7,863
57

5,452

5,509
13,372

13,980
101

9,693

Q, 794
23,774

24, O68
173

16,687

16,860
40,928

37,256
268

25,831

26,099
53,354

53,803
387

37,304

37,691
91,494

24,241
16,687

54,190
37,304

UFI
PBI

Total UFI a. PBI

7,920
5,452

13,372

14,081
9,693

23,774 40,928

37,524
25,831

63,354 91,494

9.320 16,569 28,525 44,155 63,767
Cumulative Number of Installations

Residential UFI
Residential PB\

Sub-Total Residential
Non-Residential UFI
Non-Residential PBl

Sub-Total Non-Residentla/
Total Residential and Non-Residential

9,320
104

85

189
9,508

16,569
184
157

335
16,904

28,525
318
260

577
29,102

44, 155
492
402

894
45,048

63, 767
710
587

1,291
65,057

9.423
85

16,753
1s t

44,646
402

64,476
581

UFI
PBI

Total UFI & PBI 9,508 16,904

28,842
260

29,102 45,048 65,057
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ATTACHMENT B

ARIZONA PUBLIC SERVICE CORPORATION
2007 DISTRIBUTED ENERGY ADMINISTRATION PLAN

1. OVERVIEW

APS has prepared this Distributed Energy Administration Plan ("DEAP") in compliance with the
Renewable Energy Standard and Tariff ("RES") requirement for  filing of a Uniform Credit
Purchase Program ("Ucpp"). '

The RES requires  tha t  a  por t ion of the renewable energy requirements  be obta ined from
distributed energy ("DE"), and that the installed resources result from residential systems and
non-residential systems in equal proportions. As part of its RES Implementation Plan, APS has
indicated that it does not plan to install distributed resources at customer properties, but rather
the insta lla t ion of DE systems will be facilita ted by providing customers  with financia l
incentives for the installation of those resources.

Arizona Corporation Commission ("Commission" or "ACC") Staff initiated the UCPP working
group in June 2006, and APS participated in all of the working group efforts.  The working
group made significant progress towards the development of recommendations to Commission
Staff, but a final report has not yet been completed. The working group made considerable
progress towards identifying program workflows, technology sensitive incentive structures and
levels, and technology specific requirements and limitations. APS has used the approach and
technology requirements developed by the UCPP working group for the DEAP. If, in the future,
the Commission adopts UCPP requirements differing from those implemented as part of the
DEAP, it may require amendment.

The efforts of the working group also provided APS with insight on the anticipated potential
contributions from technologies not previously included in APS's DE programs. The DEAP and
the associated planning models, implementation strategies, and budgeting for the DE program
were all designed with specific consideration of the insights provided by the UCPP working
group. In addition, in developing the DEAP, APS relied on over five years experience with its
Solar Partners Incentive program, as well as ongoing dialogue with many industry stakeholders.

The DEAP deta ils  the process  by which customers  will  obta in incent ives ,  r equirements
associated with the selection, installation, and operation of the DE system, and the measurement
of DE performance for compliance reporting and program evaluation. The DEAP is designed to
provide uniformity and consistency in the administration of APS's DE program.

As part of the RES, the energy generated or displaced by the DE system is applied towards the
percentage of the utility's renewable energy require1nent.2 The unit used to track kilowatt hours
("kwh") derived from renewable resources for  purposes of compliance with the RES is the

1 A.A.C. R14-2-l810.B - "No la ter than July 1, 2007, each Affected Utility sha ll file  a  Uniform Credit Purchase
Program for Commiss ion review and approva l."
2 A.A.C. R14-2-l805.B.

1 of23
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Renewable Energy Credit ("REC").
that do net generate electricity

J One REC equals one kph or kph equivalent for systems

Implementation of the DEAP will require updating and revising program materials and processes
that were developed as part of the Solar Partners Incentive Program, ANS's current DE incentive
program for solar resources. Development of implementation program materials for the DEAP
including the many new technologies will require significant effort. Developing technology and
customer sensitive process for newly included technologies and incentive configurations will
require time to ramp-up

The DEAP will ensure tha t  each customer  with eligible technology will  be a fforded the
opportunity to obtain a reservation. The processes described herein are based on experience with
technologies and systems with which APS has considerable experience, technologies, incentive
configurations,  and development models which are newly incorporated may require special
consideration until new implementation strategies and methods can be defined

The following DE technologies are eligible for incentives

Biogas Electricity Generator, Biomass Electricity Generator
Grid-tied and Off-grid Solar Photovoltaic Generators ("PV")
Biomass Thermal Systems and Biogas Thermal Systems
Non-residential Solar Pool Heating Systems
Geothemlal Space Heating and Process Heating Systems
Geothermal Electricity Generator
Renewable Combined Heat and Power System ("CHP")
Non-residential Solar Daylighting
Solar Heating, Ventilation, and Air Conditioning ("Solar HVAC")
Solar Industrial Process Heating and Cooling
Solar Space Cooling
Solar Space Heating
Solar Water Heater
Grid-tied and Off-grid Wind Generators of l megawatt ("MW") or less
Fuel Cells that use only renewable fuels
New Hydropower Generators of 10 MW or less

2. PROJECT CATEGORIES

There are three project categories described by the DEAP: Standardized projects, Market-Based
projects, and Customer Self-Directed projects

A.A.C. R14-2-1801 .N - "Renewable Energy Credit" means  the unit crea ted to track kph derived from an Eligible
Renewable Resource of kph equiva lent of Conventiona l Energy Resource displaced by Dis tributed Renewable
Resources

2 ofZ3
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2.1 Standardized Projects

Unless  not ed other wise in t he DEAP ,  a l l  infor ma t ion cont a ined her ein a pp l ies  t o t he
administration of standardized projects. By definit ion,  s tandardized projects  follow the
procedures and incentives described in the DEAP. Incentives available for these projects are
described in Exhibit l. APS anticipates that the vast majority of projects facilitated by the DEAP
will be standardized projects. The processes described for the standard projects are based on
exper ience with technologies  and systems with which APS has considerable exper ience,
technologies and incentive configurations that are newly incorporated may require special
consideration until new implementation strategies and methods can be developed.

2.2 Market-Based Projects

Since considerable uncertainty exists with respect to the DEAP's ability to meet all expected
project variations with standardized incentive offerings, APS believes it is appropriate to fund
market-based projects during each program year. That funding will be applied to projects which
for one reason or another, cannot comply with the requirements of the standardized incentive
offerings. APS may also solicit market-based projects to meet specific program goals.  For
example, although the DEAP attempts to identify and accommodate a large range of potential
DE project types, financing options, and system host alternatives, specific shortcomings were
identified in the proposed approach. Those shortcomings include concerns for increasing cost
effectiveness of residential incentives,  facilitating installations for multi-tenant residential
developments,  and challenging DE developers to look at  creative mechanisms by which to
address the residential DE market.

Projects with staged completion dates,  multi-participant or  multi-system projects,  projects
involving more than one technology where an interrelated incentive was not developed, projects
requiring new or unique agreement terms, or projects requiring timelines differing from those
detailed in the DEAP may be eligible for incentives. In addition, the DEAP does not identify
incentives for fuel cells and small hydroelectric facilities, those technologies may also be eligible
for incentives as market-based projects.

Incentives used for market-based projects must achieve similar financial efficiency as those
incentives detailed for a particular technology as part of the DEAP. Incentives applied for
market-based projects must meet the lower of: l) the maximum allowable incentive for  the
proposed technology, as described in the applicable incentive matrix attached as Exhibit l, or 2)
the average incentive of projects accepted by APS for disbursement for the proposed technology
in the previous year. Some qualifying technologies will not have either  of the previously
described financial efficiency measures. Participants seeking to employ those technologies will
work with APS to develop an appropriate incentive.

2.3 Customer Self-Directed

The Customer Self-Directed project funding option is available to eligible customers.4 The

4 A.A.C. R14-2-l801.H .- "Eligible Cus tome1"` means  an entity tha t pays  Ta riff funds  of a t lea s t $25,000 annua lly
for any number of rela ted accounts  or services  within an Affected Utility's  service a rea .
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eligible customer must declare that it will self-direct on or before March 31 of the year prior to
the year for self-direction. Customer Self-Directed funds can only be requested for prospective
years, they cannot include prior year payments, and they cannot exceed the level of funding paid
by the eligible customer towards the RES in the year prior to the requested allocation,

Incent ives used for  Customer  Self-Directed projects  must  a lso achieve s imila r  financia l
efficiency as those incentives detailed in the DEAP (Exhibit 1). If the eligible customer wishes
to apply Customer Self-Directed funds to a DE System or another application not described in
the applicable Incentive Matrix, the customer must submit documentation describing the project
economics and the requested incentive level. All projects proposed for Customer Self-Directed
funding must meet the requirements described in the RES.5

Eligible customers who have facilities in the service territories of more than one affected utility
can only apply for funds from APS that were collected by APS. The funds obtained from APS
can only be used for projects in APS's service territory. Customer Self-Directed prob acts are also
subject to the general requirements set forth in the DEAP including installation, operation, REC
exchange, and system performance reporting.

For  purposes of financing DE projects,  funds for  Customer Self-Directed projects may be
assigned to third parties. Such assigmnent remains the sole right of the customer. (See also,
APS Adjustment Schedule SDR, Self-Directed Renewable Resources).

2.4 General

Under some circumstances, such as for new residential or non-residential construction, a project
may not  identify the Par t icipant  a t  project  init ia t ion. Regardless of the project  design,
implementa t ion,  or  t imeline,  a  Par t icipant  must  have insta lled a  system that  is  ready for
commissioning and, if grid-tied, have established an account to receive electrical service from
APS before the incentive will be paid.

All parties to a Credit Purchase Agreement who are not the program Participant must provide
proof of ability to fulfill their obligations associated with the project. Such proof is  to be
determined at the sole discretion of APS and may include financial statements, business licenses,
and/or proof of insurance.

3. INCENTIVE TYPES

The DE Program offers  two standard incent ive opt ions: Up-front  Incent ives ("UFI") and
Production-Based Incentives ("PBI") .

UFIs are those incentives where the Participant receives a one time payment based on the DE
system's designed capacity,  or  a  one t ime payment based on the first-year  energy savings
provided by the DE system. This type of incentive is applied to smaller  non-residentia l
installations and for all standard residential installations. PBIs allow the Participant to collect

A.A.C. R14-2-l809.B.5

4 of23



ATTACHMENT B

ince ntive  pa yme nts  in dire ct re la tion to the  a ctua l s ys te m production. Those  pa yme nts  a re
received by the  Participant over time and are  based on an agreed upon contract te rm.
Ince ntive  le ve ls  for both UFIs  a nd P BIs  a re  de ta ile d in thre e  ince ntive  ma trice s  include d in
Exhibit 1. The  firs t ma trix de s cribe s  ince ntive  le ve ls  for ye a r one  a nd two of the  progra m, the
second ma trix describes  incentive  leve ls  for yea r three  and four of the  program. The  third ma trix
de s cribe s  ince ntive s  le ve ls  for ye a rs  five  a nd s ix of the  progra m. Ea ch ince ntive  ma trix
pre scribe s  a  de cline  from the  ince ntive  le ve ls  de ta ile d for the  pre ce ding pe riod of the  progra m.
Those  declines  were  discussed in de ta il a s  pa rt of Commiss ion S ta ff's  UCPP Working Group. In
gene ra l, the  declining incentive  leve ls  a re  des igned to re flect seve ra l key expecta tions  of the  DE
ma rke ts , which include : de clining cos ts  of DE te chnologie s , e conomic e fficie ncy re sulting from
incre a se d de ma nd on the  DE te chnologie s , a nd incre a se d a va ila bility of e quipme nt re quire d in
the  deve lopment of DE systems.

4. PROGRAM REQUIREMENTS

Requirements  de ta iled in the  DEAP a re  des igned to provide  cla rity for program Pa rticipants  and
DE de ve lope rs , incre a s e  the  ce rta inty of e ne rgy ge ne ra tion a nd a s  a  re s ult, production of the
RECs  for APS 's  complia nce  with the  RES , a nd to ultima te ly drive  cos t-e ffe ctive ne ss  for the  DE
requirement in the  RES.

4.1 Ge ne ra l

This  progra m is  de s igne d to  fa cilita te  P a rticipa nt ins ta lla tion of DE re s ource s  to  dis pla ce
Conve ntiona l Ene rgy Re source  usa ge . P rogra m ince ntive s  a re  de s igne d to de fra y a  portion of
the  cos ts  a s s ocia te d with the  ins ta lla tion of DE re s ource s  for the  progra m "P a rticipa nt" The
P a rticipa nt is  e ithe r the  a ccount holde r for the  AP S  billing me te r a t the  proje ct s ite  or the  pa rty
hold ing  le ga l righ t to  the  prope rty in  AP S  te n 'ito ry whe re  the  DE s ys te m will be  loca te d .
S ys te ms  mus t be  loca te d on the  P a rticipa nt's  prope rty or supply a  ce ntra l pla nt tha t ge ne ra te s
e ne rgy for the  Pa rticipa nt. All sys te ms  mus t be  in APS  te rritory. A prob e t de ve lope r tha t builds
an e ligible  DE sys tem tha t provides  a  portion of the  sys tem's  ene rgy output to a  non-Pa rticipant
mus t provide  me te ring to docume nt the  e ne rgy produce d by the  DE s ys te m tha t is  re ce ive d
specifica lly by the  program Pa rticipant.

6

Funding is  not gua ra nte e d  without writte n  confirma tion  of a  re s e rva tion  from AP S . The
Pa rticipa nt mus t follow the  re se rva tion proce dure  outline d in the  DEAP for APS  to se t a lloca te d
ince ntive  dolla rs  for the  s pe cific DE s ys te m propos e d. If a  P a rticipa nt is  re ce iving e le ctrica l
s e rvice  from AP S , the  P a rticipa nt mus t not be  de linque nt in pa yme nts  to the  Compa ny be fore
incentive  payment can be  issued.

Specific funding a lloca tions  a re  used to implement the  DE incentive  program. Once  funds  have
be e n e xha us te d in a ny one  ca te gory of this  progra m, a  P a rticipa nt a pplying for funding within
tha t ca tegory may be  placed on a  waiting lis t.

6 A.A.C. R14-2-1801 .C
nature, such as  natura l gas , coal, oil, and uranium, or electricity that is  produced with energy resources  that are not
Renewable Energy Resources .
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4. 1 .1 Reservations for New Construction

Reservations can be made for systems that will be installed as part of new residential or non-
residential construction. Prior to receipt of a program incentive, a Participant must have installed
a system that is ready for commissioning and, if grid-tied, have established an account to receive
electrical service from APS before the incentive will be paid.

4.2 Installation and Equipment Specifications

Systems receiving incentives under this program must be installed according to manufacturers'
recommendations and generally accepted industry standards. Installation of the system must be
completed by an ins ta ller  meet ing the r equir ements  descr ibed in Sect ion 5 .1  "Ins ta ller
Qualifications." The dealer for the system must meet the requirements described in Section 5.2
"Dealer Qualifications." Requirements not specified in the DEAP, but which are applicable
under the DEAP, include, but are not limited to, the following:

• applicable local,  state,

•

•

T he p r ojec t  mus t  comply wi t h a l l and federa l
regulations.
Installations must meet applicable governmental statutes, codes, ordinances,
and accepted engineering and installation practices.
Systems must be permitted with and pass inspection by the Authority Having
Jurisdiction (AHJ) over construction projects in the Participant's locale, or, if
the site is not governed by an AHJ, the Participant must provide a certification
in lieu ofAHJ clearance.
If the inverter of the DE system is interconnected or in any way connected to
the APS grid - a "Grid-Tied System" - the system must meet all applicable
APS Interconnection Requirements.
APS may r eques t  copies  of  any documents  to a ssure compliance with
government ,  ins t itu t iona l,  or  DE program requirements  tha t  a re either
explicitly or implicitly described by the DEAP.

If any of the requirements described in the DEAP conflict with APS approved rateschedules, or
government or other institutional requirements listed above, the conflicting requirements in the
DEAP may not be imposed.

All major components of the DE system must be new and must not have been previously placed
in service in any other location or for any other application. A DE system purchased more than
180 days before the date that APS receives the reservation request will not be considered "new"
under  the DEAP. APS may consider  except ions to this  t imeframe when just ified by the
Participant in writing. The DE system must also comply with the technology specific criteria
detailed below. When some technology-specific criteria reference third party standards, the
requirements of those standards are fully applicable when referenced as part of technology
specific criteria,
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The rapid growth in national and international renewable energy programs is resulting in greater
need for  the development of standardizat ion in design,  performance measurement,  system
integrity/longevity/maintenance, and installation techniques. New s tanda rds  a r e l ikely to
develop in the near future for technologies included in the DE program, and APS reserves the
right to incorporate new standards into plan requirements as necessary and appropriate. The
following standards or standard development bodies are referenced as part of the technology
specific criteria.

•

l .

•

The Active Solar Heating Systems Design Manual developed by the American
Society of Heating,  Refr igera t ing,  and Air  Condit ioning Engineers,  Inc.
("ASHRAE") in cooperation with the Solar Energy Industries Association
("SEIA") and the ACES Research and Management Foundation (the "Design
Manual"). ,
Arizona state boiler regulations (A.A.C. R4-13-406).
Select  technology specific qua lif ica t ion requirements  developed by the
California Energy Commission ("CEC").
Solar Rating and Certification Corporation ("SRCC"). The SRCC criteria and
ratings can be viewed at www.solar-ratingorg.
The Underwriters Laboratory ("UL").

The technology standards are relied upon, in part, to develop a clear understanding of the DE
system capacity or the expected energy production. Incentives offered under this program are
based on system capacity and energy production. Therefore, to encourage transparency in
program transaction and clarity for Participants, current and accurate technology standards are
fundamental to the program's success.

Some technologies included as DE under the RES are less standardized from installation to
installation, while other technologies are generally standardized, when no technology standard
has been published. If no technology specific standard is referenced, at a Minimum, to qualify
for DE incentives, an Energy Savings and Designed Output ("ES&D") report shall be provided
as part of the reservation.

The ES&D report must include either a testing certification for a substantially similar system
prepared by a publicly funded laboratory, or  an engineering report stamped by a registered
professional engineer. The ES&D report shall provide a description of the system and major
components,  designed perfonnance,  system output and the report  shall identify applicable
standards and/or codes used in system design and a brief history of the components used in
similar applications. If the system design differs from the recognized industry best practices, as
described in the equipment qualifications listed in the DEAP for the qualifying technology, the
ES&D report must contain a certification that the system design is at least as effective as the
specified requirements.

Where the equipment qualifications detailed below are required for program participation, the
technology specific insta lla t ion guidance is  provided to program par t icipants  to convey
information on installa t ion and operation practices that  are most likely to achieve the DE
system's designed output. The requirements described herein are not intended as engineering
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recommendations,  services,  or  technical advice.  Engineering recommendations,  design, and
performance data will be provided to the Participant by their supplier, installer, or professional
advisor. Although installation guidance is not currently mandated for a project to receive an
incentive,  it  does reflect  both industry and utility concurrence on those practices that  are
important for a technology to best achieve the designed output. APS reserves the right to modify
equipment  qua lif ica t ions  and/or  ins ta lla t ion guidance if  APS becomes  aware tha t  such
qualifications or guidance results in unsafe conditions, provides inappropriate results for our
customer, or is inconsistent with program objectives.

4.2.1 Biomass/Biogas and CHP (Electric and Thermal) and Biomass/Biogas Cooling

Equipment Qualifications

•

Systems must include a dedicated performance meter to allow for monitoring
of the number ofRECs produced.
A complete ES&D report must be submitted. Biomass system installations
involving a regulated boiler or pressure vessel are required to include in the
ES&D repor t  confirmation of conformance with a ll Ar izona sta te boiler
regulations, provide a qualifying boiler inspection identification number, and
keep all applicable permits in good standing.

Installation Guidance

Because of the individual nature of biomass systems, care should be taken to make sure the
system complies with all applicable permitting and regulatory requirements, including but not
limited to, air emission standards and air permit regulations.

4.2.2 Non-residential Solar Daylighting

Equipment Qualifications

Energy savings and designed output for the system will be verified by submitting either a testing
certification for a substantially similar system prepared by a publicly funded laboratory, or by
submitting an engineering reporting stamped by a registered professional engineer or accredited
AEE Measurement and Verification professional. The report shall describe the inclusion the
following components as part of the daylighting system:

A roof mounted skylight assembly with a dome having a minimum 70% solar
transmittance.
A reflective light well to the interior ceiling or a minimum 12" below roof
deck in open bay areas.
An interior diffusion lens.
A minimum of one thermal break/dead air space in the system between the
skylight dome and the interior diffuser.
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• If artificial lighting systems remain a part of the installation, the system shall
include automated lighting control(s) that are programmed to keep electric
lights off during daylight hours.
The sys tem must  provide a  minimum of 70% of the light  output  of  the
artificial lighting system that would otherwise be used for all of the claimed
period of energy savings, as measured in foot-candles.

Installation Guidance

A11 systems should be installed such that the skylight dome is substantially unshared and have
substantially unobstructed exposure to direct sunlight between the hours of 9 a.m. and 3 p.1n.

4.2.3 Small Wind Generator

A small wind generator  is  a  system with a  nameplate ra t ing of 1 (one) MW or  less. The
technology criteria described below are intended for small wind generators with a nameplate
rating of l 00kw or less.  Systems larger  than 100 kW will be required to submit a  detailed
package describing site selection, expected energy production, and an engineered system design
and installation as part of an ES&D report.

Equipment Qualifications

The technology criteria described below are intended for wind generators with a nameplate
rating of 100kW or less.

Eligible small wind systems must be certified and nameplate rated by the CEC or
other qualified third party selected by APS to provide certification and a nameplate
rating. See www.consumerenergvcenter.org/erprebate/equipmenthtml for  a  list  of
certified generators. For grid-tied or off-grid wind generators where an inverter is
used, the CEC listed nameplate rating of the wind generator will be multiplied by the
CEC approved weighted efficiency percentage listed for the inverter in the "List of
Eligible Inverters" at www,consumerenegvcentenorg/cgi-bin/eligible_inverters.cgi to
calculate the wind turbine nameplate rating for use in determining the UPI payment.
Gr id-t ied inver ter s  used as  pa r t  of  the sys tem sha ll be lis ted to Underwr iter s
Laboratory standard UL 1741 .
The tower used in the installation must be designed by a registered professional
engineer and installed by individuals familiar with local Geotechnical conditions.
The wind generator and system must include a five year warranty and an operation
and maintenance plan for the full operational life of the system.

In addition to the requirements for small wind generators outlined above, systems nameplate
rating larger than 100 kW will be required to submit an ES&D Report,

Installation Guidance
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Location: a wind turbine hub should be at least 20 feet above any surrounding object and at least
28 feet above the ground within a 250-foot radius. Wind generators should be installed in
locations with an elevation at or above the general elevation of the surrounding terrain.

Lot size: should' be at minimum one-half acre. Municipalities and public facilities, such as
schools and libraries, may not need to meet the minimum lot size requirements.

The installed system should be demonstrated to obtain at least a 15% annual capacity factor. The
following are readily available methods for  helping to demonstrate the potential for  a 15%
capacity factor ,  but  other  methods may be used. The installa tion location should have a
demonstrated average annual wind speed of at least 9 MPH as measured at height of no more
than 50 feet above the ground. Average annual wind speed can be demonstrated by wind speed
records from an airport,  weather station or university within 20 miles of the proposed wind
generator location, or by a 50 meter wind power density classification of Class 2 "Marginal" or
higher on the "State of Arizona Average Annual Wind Resource" map, dated July 16, 2005 or
later, as published by Sustainable Energy Solutions of Northern Arizona University. Northern
Arizona University provides detailed wind resource maps as well as other resource services. For
more information contact Northern Arizona University at http://wind.nau.edu/maps/.

4.2.4 Photovoltaic Systems

•

•

All systems shall be installed with a horizontal tilt angle between 0 degrees
and 60 degrees,  and azimuth angle of +/- 110 degrees of due south. Since
some installation alternates are less than ideal for energy production, some
installa t ion configurations for  some systems receiving a  UPI will not  be
eligible for the full incentive applicable to that system. APS will apply the PV
off-angle and shading factor adjustment for the PV installation (Section 6.5).
Photovoltaic modules must be covered by a manufacturer 's warranty of at
least 20 years.
Inverters must be covered by a manufacturer's warranty of at least five years.
The remaining operational life must be supported by a planned maintenance
or equipment replacement schedule.

Grid-Tied Systems Equipment Qualifications

The minimum PV array size shall be 1,000 W-DC.
All photovoltaic modules must be certified by a nationally recognized testing
laboratory as meeting the requirements of UL Standard 1703 .
All other electrical components used in the installation must be UL listed.
The inverter must be listed to Underwriters Laboratories UL 1741

Off-Grid Systems Equipment Qualifications

The minimum, single-system PV an'ay size shall be 200 W-DC.
All photovoltaic modules must be certified by a nationally recognized testing
laboratory as meeting the requirements of the UL Standard 1703 .
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• All other electrical components used in the installation must be UL listed.
• "As-built" drawings shall be submitted to APS Upon completion of the prob et

and shall include an electr ical three-line diagram, a site plan, and a plant
location map.

4.2.5 Solar Space Cooling

Equipment Qualifications

Submittal of a complete ES&D Report certifying:
The minimum cooling capacity of the system will be 120,000 BTU per
hour (l0 tons).
Sola r  collector  panels  used will have a  SRCC OG-100 ra t ing or
laboratory documentat ion showing the panel energy output  under
controlled and replicable test conditions.

Installation Guidance

The horizontal tilt angle of the collector panels should be between 20 and 60
degrees and the panel orientation should be between +/- 45 degrees of south.
All systems should be installed such that  the energy collection system is
substantially unshared and should have substantially unobstructed exposure to
direct sunlight between the hours of 9 a.m. and 3 p.m.

4.2.6 Non-residential Solar Water Heating and Space Heating

Equipment Qualifications

Submittal of a complete ES&D Report that includes certification that solar collector panels used
shall have a SRCC OG-100 certification or laboratory documentation showing the panel energy
output under controlled and replicable test conditions.

Installation Guidance

• The horizontal tilt angle of the collector panels should be between 20 and 60
degrees and the panel orientation should be between +/- 45 degrees of south,
All systems should be installed such that  the energy collection system is
substantially unshared and should have substantially unobstructed exposure to
direct sunlight between the hours of 9 am and 3 pm.

4.2.7 Small Domestic Solar Water Heating

Equipment Qualifications

• Domestic Solar Water Heating systems must be rated by the SRCC and meet
the OG-300 system standard.
The 'high' limit shall be set at a maximum of 160 degrees Fahrenheit.
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•

Contractors must provide minimum of a  five year  equipment warranty as
provided by the system manufacturer, including a minimum warranty period
of two years for repair/replacement service to the Participant. The remaining
operational life must be supported by a planned maintenance or equipment
replacement schedule.
Systems shall be selected and sized according to the geographic location and
hot water needs of the specific application. Reservation requests must include
a manufacturer's verification disclosing that the system size and collector type
proposed is appropriate for the specific application. The manufacturer 's
verification may be presented as a manufacturer's product specification sheet
and must be included in the reservation request.
Active, open-loop systems are not eligible for incentives except for active,
open-loop systems that have a proven technology or design that limits scaling
and internal corrosion of system piping, and includes appropriate automatic
methods for freeze protection. Details disclosing conformance with this
except ion sha ll be submit ted as  par t  of the manufacturer 's  ver ifica t ion
documentation.
ICS systems shall have a minimum collector piping wall thickness of 0.058
inches .  Deta ils  disclos ing conformance with this  r equir ement  sha ll  be
submitted as part of the manufactUrer's verification documentation.

Installation Guidance

All systems should be installed such that  the energy collection system is
substantially unshared and should have substantially unobstructed exposure to
direct sunlight between the hours of 9 am and 3 pm.

4.2.8 Small Domestic Solar Space Heating

Equipment Qualifications

The system must be supported by a five year equipment warranty including a
minimum warranty period of two years for repair/replacement service to the
Participant. The remaining operational life must be supported by a planned
maintenance or equipment replacement schedule.
Submittal of a report verifying that:

The system will be sized and the incentive calculated based on a Solar
Space Heating Incentive Calculation Procedure. The input sheet and
description calculation procedure is attached provided as Exhibit 2
(APS will make the calculation procedure publicly available upon
program implementation),
The system will utilize OG-100 certified collectors, and
Any active thermal storage used for the solar space heating system will
utilize only water as the storage element.

The solar space heating incentive calculation does not suggest or imply that a
full energy audit is required to qualify for the solar space heating incentive.
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The intent is that industry professionals can utilize the calculation tool to aid
in facilitating sound system design.

Installation Guidance

•

•

1

•

The system should be installed with a horizontal tilt angle between 20 degrees
and 60 degrees,  and azimuth angle of +/- 60 degrees of due south. It  is
recommended tha t  collectors  be posit ioned for  opt imum winter  hea t ing
condit ions at  a  minimum tilt  angle of 45 degrees above horizontal,  or  as
r ecommended by the manufactur er  for  the specif ic  collector  type and
geographic location of installation,
All systems should be installed such that  the energy collection system is
substantially unshared and should have substantially unobstructed exposure to
direct sunlight between the hours of 9 a.m. and 3 p.m.
Heat  exchange fluid in glycol systems should be tested and flushed and
refilled with new fluid as necessary every five years, or per the manufacturer's
recommendations.
I t  i s  r ec ommended  t ha t  t he  a node r od  b e  c hec ked  a nd  r ep la c ed  p er
manufacturer's recommendations, but no less frequently than every five years.
It is recommended that the system design include a timer, switch, or other
control device on the backup element of the storage tank.
The collectors and storage tank should be in close proximity to the backup
sys t em a nd house dis t r ibu t ion sys t em to a void excess ive p r essur e or
temperature losses.
It is recommended that in areas where water quality problems are reported to
have reduced expected life of a solar water heater, that a water quality test is
performed for each residence to screen for materials that, through interaction
with t he ma t er ia ls  of  t he p r oposed sys t em,  ma y r educe t he expec t ed
operational life of the system components. The Participant should consider
contacting the manufacturer to determine if warranty or operational life will
beaffected.
In areas subj et to snow accumulation, sufficient clearance should be provided
to allow a 12" snowfall to be shed from a solar collector without shadowing
any part of the collector.
Each sys tem should have an opera t ion and ma intenance manua l a t  the
Participant's site, and each Participant must complete an initial start up and
operation training review with the contractor at the time of system start up.

4.2.9 Non-Residential Pool Heating

Equipment Qualifications

• Submittal of a complete ES&D Report.

4.3 Inspections
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DE systems must be permitted with and inspected by the Authority Having Jurisdiction ("AHJ")
over construction projects in the Participant's locale or the Participant must provide to APS a
Letter  in Lieu of Electr ical Clearance or  other  waiver  acceptable to APS. Any inspections
conducted by APS are in addition to,  not in lieu of,  these building and construction related
inspections. Access to the system shall be made available to APS during normal business hours
for the purpose of conducting the applicable APS inspection. Note that APS will at times be
inspecting system components on the Participant side of the meter.

7

All grid-tied systems will be inspected by APS to ensure the system is connected to the grid in
conformance with APS Interconnection Requirements.8 Under no circumstances is any grid-tied
system to be installed in parallel or otherwise connected with the APS system until such time that
the system has been inspected by APS and written authorization is received from APS. APS will
normally conduct the interconnection inspection only after the system has been inspected by the
AHJ.

APS will select a  subset of DE program reservations for  an APS DE Program confonnance
inspection. The selected systems will be required to pass the conformance inspection before the
Participant is eligible to receive an incentive payment. The purpose of the conformance
inspect ion is  to ensure tha t  the system has  been ins ta lled in accordance with the terms,
conditions, and specifications provided on the Reservation Application and Credit Purchase
Agreement and with the requirements outlined in this DEAP. The conformance inspections for
photovoltaic systems will normally also include verification of the PV off-angle and shading
factor reported for the PV installation in the reservation.

APS will  r andomly select  some DE Program ins ta lla t ions  whose sys tems will  r eceive a
.maintenance inspection to field verify that the system is being operated in compliance with the
terms and conditions agreed to in the Reservation Request and Credit Purchase Agreement and
the requirements outlined in the DEAP. The purpose of the maintenance inspection is to gather
infonnation that will assist APS in its evaluation of the effectiveness of the DEAP.

4.4 Metering and Meter Reading

All DE systems must  include a  system dedica ted kph meter ,  or  meters ,  which a llows for
measurement of system energy production (the "Perfonnance Meter"). The Performance Meter
must be installed in compliance with the APS Electric Service Requirements Manual (ESRM)
Section 300, which is available on aps.com, and must be installed so as to record the renewable
energy A/C power output produced by the inverter or generator. If Performance Meter output
data is used to calculate a PBI, other metering arrangements may be required depending on the
configuration of the system. The Performance Meters are in addition to the APS billing meter
and must be appropriately identified as the "Photovoltaic, Wind, etc., Performance Meter." The
Performance Meter must be calibrated to meet industry standards and must provide either direct
kph readings  or  r eadings  which can readily be conver ted to kph (RECs) us ing s tandard
engineering conversions.

7

8
Available on APS.com,
Ava ilable on APS.com.
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The Performance Meter  is required to be located adjacent to the APS billing meter  unless
otherwise approved by APS.

In those circumstances where the DE system is  a  hybr id system (i.e. ,  uses more than one
technology), APS requires that a Performance Meter be in place to measure the RECs (kph)
produced from each renewable resource so that the information can be accurately recorded.

APS may,  at  its discretion,  install APS-owned Performance Meters for  system monitor ing
purposes. A Performance Meter owned and read by APS may facilitate APS's ability to gather
performance data and to report system perfonnance to the Participant on their standard APS bill,

System generation (REC production) must be reported annually to APS for UFI Participants,
unless  other  a r rangements  have been approved by APS. For PBI Participants, quarterly
Per formance Meter  r eading summar ies  must  be submit ted to APS. AP S  wil l  r ea d t he
Perfonnance Meters on PBI systems at least on an annual basis to validate reported system
production.

4.5 REC Ownership

As part of APS's payment of a UPI, the utility will be given complete and irrevocable ownership
of all RECs expected from system production for 20 years, the expected or planned effective life
of the DE system. APS's payment of a PBI will assure APS complete and irrevocable ownership
of the REC for the full duration of the PBI agreement. Where the agreement duration does not
coincide with the PBI payment schedule, the system must be supported by system warranty or
planned maintenance schedules for  the entire agreement tern. Renewable Energy Credits
provided to APS as a result  of a  DE system installation will be applied towards APS' RES
targets.

4.6 System Maintenance

To ensure a system benefit received by the REC purchase, APS requires that the Participant
maintain and operate the DE system in APS territory for the specific duration detailed in the
Reservation Request and Credit Purchase Agreement. If the DE system either  needs to be
removed from the Participant property or if it is no longer operational, the Participant must notify
APS within five business days after therE system is either removed from the property or is no
longer operational. Short (those lasting less than one month) system "outages" as part of system
repair or planned maintenance are anticipated as part of this program and need not be reported in
accordance with the above requirement.

5. INSTALLER AND DEALER QUALIFICATIONS

The installer  must possess a valid license on file with the Arizona Registrar of Contractors
("AZROC"), with a license classification appropriate for the technology being installed, or the
installer must identify use of a contractor holding an appropriate license on file with the AZROC
for the technology being installed. The installer must also provide proof of liability insurance.
Proof of liability insurance must be provided as part of the reservation request. Installers have
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the option to request that APS retain this information on tile with APS rather than submit with
each reservation request, however, under this option the dealer must certify that the information
on file remains current and in effect with the submission of each Participant reservation request.

If the equipment dealer is party to the reservation request,  the dealer must provide proof of
possession of a business license that is in good standing with the appropriate agency(ies) and
must also provide proof of liability insurance. Evidence of good standing and the copy of the
proof of liability insurance must be provided as part of the reservation request. Dealers have the
option to request that APS retain this infonnation on file with APS rather than submit with each
reservation request, however, under this option the dealer must certify that the information on
file remains current in effect with the submission of each Participant reservation request.

6. INCENTIVES

6.1 Funding Allocation

As is descr ibed in APS's 2007 RES Implementation Plan,  the annual funding level for  DE
incentives was established based on the estimates of anticipated consumer demand for  the
various technologies,  project sales and development time frames, variations in the levels of
technology maturity, and availability of equipment for installation. The proposed DE incentive
budget and the incentive budget allocation are designed to result in half of the distributed energy
to be from residential installations and half from non-residentiaL9

The incent ive matr ices in Exhibit  1 descr ibe incent ive reduct ions every two years of the
program. Those planned reductions are designed to reflect the anticipation that DE technologies
will decline in cost as market penetration and product availability increase. Three specific DE
budget allocations are described in the 2007 APS RES Implementation Plan, they include non-
residential UFIs, non-residential PBls, and residential UFIs. Budget allocations for market-based
projects are derived as a portion of the respective DE budget allocation which they support.

In the event that funds collected for use in the DE incentive program are not fully subscribed in a
program year, those funds will be applied towards the next program year, and will be allocated to
achieve the required energy outcome between residential and non-residential projects.

Funds are made available for project reservations on the first working day after January 1st of
each program year. Funds for residential projects will be made available for reservations on a
first-come, first-reserved basis.

Total non-residential funds will be equally divided into six periods (January and February,
March and April, May and June, July and August, September and October, and November and
December) with each equaling two calendar months. Non-residential reservation requests are
submitted as a bid expressed in 8/REC (or $/kWh) and, if a PBI, the preferred REC and payment
terms. Each bid is evaluated by a project ranking "calculator" A sample ranking calculator was
prepared as part of the Commission Staff UCPP working group, APS' ranking calculator will be
designed to function in substantially the same manner as the sample calculator. The input sheet

9 A.A.C. R14-2-1805.D.
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a nd de scription for the  s a mple  ca lcula tor is  a tta che d provide d a s  Exhibit 3. AP S  will ma ke  the
ranking ca lcula tor publicly ava ilable  on aps .com.

In the  event tha t demand for non-res identia l funds  exceeds  a  pe riod a lloca tion, APS may provide
re se rva tions  to those  proje cts  a bove  the  a lloca tion de pe nding on the  curre nt RES  complia nce
s ta tus  and ava ilability of funding.

In the  event tha t funds  collected for use  in the  DE incentive  program a re  not fully subscribed in a
progra m ye a r, thos e  funds  will be  a pplie d towa rds  the  ne xt progra m ye a r. The  funds  will be
a lloca te d to a chie ve  the  re quire d e ne rgy outcome  be twe e n re s ide ntia l a nd non-re s ide ntia l
proje cts .

6.2 Incentive  P rinc ip le s

As  pa rt of the  DEAP , re s ide ntia l s ys te ms  a re  e ligible  only for UrIs . Non-re s ide ntia l s ys te ms
ma y re ce ive  e ithe r a  UFI or a  P BI, de pe nding on the  te chnology a nd the  ins ta lla tion s ize . UrIs
we re  deve loped for te chnologie s  whe re  the  ave rage  project s ize  re sults  in a  tota l incentive  le ss
than or equa l to $75,000. PBIs  were  deve loped for te chnologie s  whe re  the  ave rage  project s ize
results  in a  tota l incentive  tota ling more  than $75,000, based on the  ne t-present va lue  of the  tota l
of incentive  payments  or the  othe rwise  applicable  URI.

Incentive funds can be applied to a "project," which is the sum of all DE systems installed at a
Participant site that are eligible for program incentives in a single calendar year. A Participant
site can obtain a UFI for multiple projects, under separate reservations, up to $75,000 at each
Participant site per calendar year. Once the sum of incentives for all project(s) exceeds the
$75,000 limit, incentives for additional projects will take the form of a PBI.

6.2.1 Rese rva tions  for New Res identia l Cons truction

Incorpora tion of DE sys te ms  into the  de ve lopme nt of ne w re s ide ntia l cons truction re quire s  the
re s e rva tion  of funds  in  a  ma nne r o the r tha n  tha t de s cribe d  in  the  s ta nda rd  UFI proce s s .
Approve d re s e rva tions  for ince ntive  funds  for ne w cons truction will conform to the  following
provis ions :

Funds  ma y be  re s e rve d for up to thre e  ye a rs  for a  s ingle  de ve lopme nt or s ub-
divis ion. A s ing le  re s e rva tion  ma y re que s t ince n tive  fund ing  fo r multip le
systems.
All funds  with in  a  re s e rva tion  mus t be  a lloca te d  to  s pe cific  lo ts  with in  the
deve lopment or sub-divis ion.
The  re s e rva tion mus t s pe cifica lly indica te  the  de ve lopme nt s che dule  for the
ide ntifie d lots  a nd the  ye a r whe n the  ince ntive  pa yme nt is  e xpe cte d. Once  a
proje ct is  in itia te d , funding "a djus tme nts " ca n not e xce e d 10 pe rce nt of the
requested annual funding.
Funds  re s e rve d  bu t unco lle c te d  a s  comple te d  p ro je c ts  in  one  ye a r will be
forfe ite d.

b.

a.

c.

d.
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Once  funds  have  been re se rved for a  lot, no future  re se rva tion may be  applied to
tha t lot or the  same technology until the  origina l rese rva tion has  expired.

6.3 Standardized Incentives

The  incentives  leve ls  provided a s  pa rt of the  DEAP were  collabora tive ly deve loped, and, iN pa rt,
we re  crea ted to he lp or expand incipient ma rke ts  for DE, taking into account e ach te chnology's
spe cific ma rke t conditions , a nd pla cing a  portion of the  cos t on the  Pa rticipa nt. Ince ntive  le ve ls
a re  provide d in a ccorda nce  with the  a pplica ble  ye a r proje ct ince ntive  ma trix include d a s  Exhibit
1.

6.4 Incentive Caps

DE ince n tive s  ca n  be  a pp lie d  to  s ys te ms  de s igne d  to  s e rve  on ly the  typ ica l loa d  o f the
P a rticipa nt. The  a s s e s s me nt of tha t typica l loa d doe s  not pre clude  the  pe riodic production of
e lectricity in excess  of the  Pa rticipant's  demand. Under some  circumstances  it is  unders tood tha t
se lect Pa rticipant ins ta lla tions  will be  des igned to se rve  loads  grea te r than tha t of the  Participant.
Unde r those  circums ta nce s , the  ince ntive  will be  a pplie d only to the  fra ction of the  ge ne ra tion
tha t is  used to se rve  the  typica l Participant load. The  DE incentives  were  deve loped separa te  and
apart from othe r utility program incentives , such as  those  for demand s ide  management projects .
S ys te ms  a re  not e ligible  to re ce ive  DE ince ntive s  if ince ntive s  from othe r AP S  progra ms  a re
rece ived.

A PBI cannot exceed 60% of the "real project cost" for the DE system. Real project costs are
defined as the undiscounted total system cost plus "acceptable financing" charges. Acceptable
finance charges are finance charges used for the PBI incentive cap calculation and cannot exceed
the current prime interest rate plus 5%. Financing charges must be disclosed as part of the
commissioning package, if not disclosed before. The PBI incentive cap will decline in the third
year of the program to 55% of the real prob et cost, and the cap will decline further to 50% of the
real prob act cost in the fifth year of the program and beyond.

De a le r's  a nd ma nufa cture r's  ince ntive s  a re  ca ppe d a t 50% of the  s ys te m cos t ba s is , De a le rs
ca mion include  ins ta lla tion cos ts  in the  cos t ba s is  ca lcula tion. De a le rs  mus t provide  ve rifica tion
for the  cos t pa id  fo r e a ch  s ys te m compone nt. Ma nufa cture rs  ca nnot include  the ir own
technology in the  cost basis .

For re s ide ntia l s o la r hot wa te r he a ting  s ys te ms , P a rticipa nts  a re  re quire d  to  contribute  a
minimum of 15% of the  "a ctua l s ys te m cos t." The  a ctua l s ys te m cos t will be  ca lcula te d by
a s s uming the  full a pplica tion of a ll a va ila ble  fe de ra l a nd s ta te  ince ntive s , re ga rdle s s  of the
P a rticipa nt's  a bility to re a lize  a ny pa rticula r ince ntive , a dding the  P a rticipa nt contribution (l5%),
a nd fina lly a dding the  progra m ince ntive . If the  ince ntive  ca n be  fully a pplie d without e xce e ding
the  a ctua l s ys te m cos t, the  P a rticipa nt will re ce ive  the  full ince ntive  a mount. If the  ince ntive
cannot be  fully applied without exceeding the  actua l sys tem cos t, the  incentive  will be  capped so
as not to exceed the system cost.

e.
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6.5 De-Rating of Photovoltaic Svsteln Incentives

The productivity of photovoltaic systems is sensitive to the specifics of the installation method
and location. In particular, these systems are impacted by shading and photovoltaic panel tilt
angle and azimuth. This variability in system performance is taken into account when adjusting
the ava ilable UFI level and determining the actua l amount  of  incent ive r eceived by the
Participant. Incentives for photovoltaic systems will be adjusted in accordance with the PV Off-
Angle and Shading Adjustment Table attached as Exhibit 4.

6.6 Payment of PBIs

Par t icipants ut ilizing PBI will be required to self-repor t  monthly system production on a
quarterly basis.  The reported production may be verified by APS at any time. Payment for
system production will be made on a quarterly basis.

6.7 Taxes

Participant is solely responsible for  the payment of any and all taxes applicable to the DE
resource and/or the incentive payment(s).

6.8 Assignment of Payment

Systems may be owned by third parties, and APS may make payments to such third parties upon
the written consent of the Participant. Participants may assign payments to an installer, dealer, or
developer. APS will consider assignment to other parties upon request by the Participant.

6.9 Default

If Participant fails to maintain and operate the DE system in APS territory for the period detailed
in the Reservation Request and Credit Purchase Agreement, which is never less than ten (10)
years from the date that it receives the incentive payment, the Participant shall be considered in
default of the terms and conditions of the incentive payment agreement. The Participant must
notify APS within five business days after the DE system is either removed from the Property or
is no longer operational,

Liquidated damages will apply if the Participant fails to maintain and operate the DE system for
at least one year from the date that the Participant receives the incentive payment. In such event,
the Participant shall be responsible for reimbursing APS the total amount of the incentive. This
reimbursement requirement shall not apply if,  in APS's sole discretion based on information
provided by the Participant, the DE system is not operational due to equipment malfunction or
other disrepair and Participant is actively and reasonably making efforts to repair the DE system
and return it to operation.

The foregoing stipulations also apply in the event that Participant sells the property on which the
DE system is located, as follows: (a) Participant shall notify APS in writing promptly in the
event that Participant sells the property where the system was installed, (b) if Participant sells the
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prope rty le s s  tha n one  ye a r a fte r it re ce ive s  the  ince ntive  a nd the  subse que nt owne r doe s  not
continue  to ope ra te  a nd ma inta in the  DE sys te m a nd gra nt APS  full title  to a nd owne rship of a ll
RECs  a s socia te d with the  sys te m, the  P a rticipa nt mus t re imburse  AP S  the  tota l a mount of the
ince ntive , a nd (c) if P a rticipa nt s e lls  the  prope rty more  tha n one  ye a r a fte r it re ce ive s  the
incentive , it may be  considered in de fault unless  the  subsequent owner of the  Property continues
to  ope ra te  a nd  ma in ta in  the  P V S ys te m a nd gra nts  AP S  fu ll title  to  a nd  owne rs h ip  of a ll
environmenta l credits  associa ted with the  System.

7. RESERVATION PROCESS OVERVIEW

P a rticipa nt s ubmits  a  re s e rva tion re que s t to  AP S : The  P a rtic ipa n t mus t s ubmit a  s igne d
reserva tion request supplied by APS.

Pa rticipant rece ives  re se rva tion confirma tion: Afte r re vie wing the  re s e rva tion re que s t, AP S  will
a ss ign a  re se rva tion s ta tus . If the  re s e rva tion re que s t is  a pprove d, AP S  will s e nd a  writte n
confirma tion to the  applicant. Approved re se rva tions  will be  logged in the  orde r rece ived.

If the  re se rva tion reques t is  de ficient in mee ting one  or more  of the  program requirements , APS
will inborn the  Pa rticipant of the  na ture  of the  de ficiency and will a llow the  Pa rticipant to correct
the  de ficiency. If the  re se rva tion reques t is  denied because  funding is  not ava ilable , the  reques t
will be  placed on a  wa iting lis t and APS  will send written notifica tion to the  applicant.

P roof of Adva nce me nt: The  P a rticipa nt ma y be  re quire d to  s ubmit P roof of Adva nce me nt
(written progre ss  report) to APS  within 60 days  of re se rva tion approva l for UFIs , and within 120
days  of re se rva tion approva l for PBIs  to re ta in an active  re se rva tion. The  purpose  of the  Proof of
Advancement requirement is  to ensure  tha t re se rva tion dolla rs  a re  a lloca ted to projects  tha t will
a dva nce  to the  ins ta lla tion s ta ge . Re se rva tions  re quiring P roof of Adva nce me nt will be  notifie d
a t the  time  of rese rva tion approva l.

De s ign for re vie w: Pa rticipant comple te s  and submits  a  sys tem des ign for review and approva l
by APS  (if grid-tie d). APS  re comme nds  tha t the  sys te m de s ign be  submitte d prior to ins ta lla tion
to ensure  tha t the  sys tem will mee t APS 's  inte rconnection requirements .

Pa rticipant P roceeds  with Ins ta lla tion.

Grid-tie d sys te ms : S ys te ms  a re  re quire d to pa s s  a n inte rconne ction ins pe ction tha t will be
conducte d by AP S  be fore  the  sys te m ca n be  a uthorize d to ope ra te  in pa ra lle l to the  AP S  grid.
APS will conduct the  inte rconnection inspection only a fte r the  sys tem has  been inspected by the
AHJ , or if AP S  ha s  re ce ive d a  Le tte r in Lie u of Ele ctrica l Ins pe ction. If the  DE s ys te m pa s s e s
the  inte rconne ction ins pe ction, AP S  will provide  the  P a rticipa nt with a  writte n docume nt tha t
provide s  "P e rmis s ion to Ope ra te ." If the  DE s ys te m fa ils  the  inte rconne ction ins pe ction, the
re s e rva tion  ca n  re ma in  a ctive , a s  long  a s  the  de fic ie ncy is  re me die d  with in  the  de fine d
rese rva tion timeframe .

Commiss ioning Packe t: P a rticipa nt mus t submit a  s igne d Commis s ioning P a cke t supplie d by
APS . At a  min imu m,  th e  C o mmis s io n in g  P a c ke t will in c lu d e  c e rtific a tio n  fro m th e
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ins ta lle r/de a le r a nd P a rticipa nt tha t the  s ys te m ins ta lle d wa s  cons is te nt with the  te rms  a nd
conditions  of the  Reserva tion Packe t and the  DEAP. If a  mate ria l change  was  made  be tween the
time  APS  a pprove d the  re se rva tion a nd the  da te  APS  re ce ive d the  Commiss ioning Pa cke t, the
P a rticipa nt mus t comple te  a n Ame nde d Applica tion. If the  cha nge  incre a s e s  the  ince ntive
a mount the  sys te m is  e ligible  to re ce ive , APS  will confirm tha t DE progra m funding is  a va ila ble .
If funding is  not a va ila ble , AP S  will only provide  a n ince ntive  in the  a mount re que s te d in the
Rese rva tion Packe t. Changes  in the  prob e t plan tha t re sult in increa sed sys tem output will only
re s u lt in  a dd itiona l ince n tive s  be yond  the  o rig ina l re s e rva tion  a mount if RES  funding  is
sufficient/ava ilable .

If the  system is  a  photovolta ic system tha t has  been se lected to rece ive  a  conformance  inspection,
the  ince ntive  ma y be  a djus te d in a ccorda nce  with the  provis ion s e t out in S e ction 6.5 of the
DEAP .

If the  sys tem has  been se lected to rece ive  a  conformance  inspection, a s  de ta iled in Section 4.3,
the  incentive  payment will not be  processed until a fte r the  sys tem has  pa ssed the  conformance
inspection.

AP S  s e nds  ince ntive  pa yme nt: AP S  will s e nd the  ince ntive  pa yme nt or in itia te  ince ntive
pa yme nts  in  a ccorda nce  with  the  ins truc tions  p rovide d  by the  P a rtic ipa n t in  the  s igne d
Commiss ioning Packe t.

8. E XTE NS IO NS  AND C ANC E LLATIO N P O LIC Y

A P a rticipa nt will re ce ive  a  writte n notice  of pe nding ca nce lla tion if a ll progra m re quire me nts
ha ve  not be e n me t within the  re se rva tion time fra me . The  re se rva tion time fra me  for UFIs  is  180
da ys  from the  re s e rva tion confirma tion da te . For P Bls , the  re s e rva tion time fra me  is  365 da ys
from the  re s e rva tion confirma tion. AP S  ma y gra nt a n e xte ns ion for up to 90 da ys  following
time ly rece ipt of a  Pa rticipant's  written reques t for extens ion and may approve  written extens ion
reques ts  beyond 90 days  under extenua ting circumstances . APS may reques t additiona l support
for the  Proof of Advancement to be  considered the  extension.

9. ENERGY REPORTING PRGGRAM MONITORING

AP S  will tra ck p rogre s s  towa rd  p rogra m goa ls  on  a n  ongoing  ba s is  to  monito r p rogra m
e ffe ctive ne s s  a nd s ufficie ncy of the  funding a lloca tion. AP S  will compile  da ta  re ce ive d from
conducting the  conformance  and maintenance  inspections , meter readings, and ana lyze  trends in
P a rticipa nt pa rticipa tion a nd te chnology ins ta lla tion. The  da ta  will be  e va lua te d on a n ongoing
ba s is  to be tte r unde rs ta nd critica l fa ctors  impa cting the  ince ntive  s tructure s  a nd the  ove ra ll
e ffe ctive ne s s  of the  DEAP . If the  DEAP  ne e d  to  be  a d jus te d  to  re fle ct ne w informa tion ,
changing marke t conditions , incorrect initia l a ssumptions , or te chnologica l innova tions , APS  will
bring those  issues  to the  a ttention of the  Commission in a  timely manner.

AP S  will re port on the  productivity of a ll dis tribute d re s ource s  on a n a nnua l ba s is . For P BI
sys te ms , AP S  will re port on the  a ctua l me te re d production of e a ch sys te m a s  re porte d by the
P a rticipa nt a nd confirme d by AP S . For s ys te ms  re ce iving a  UP I, AP S  will re port on the  tota l
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ins ta lle d ca pa city a nd proje cte d productivity. AP S  will de ve lop a  me thod by which to ca libra te
the  reported productivity and sha ll monitor tha t me thod for long-te rm accuracy.

On occa s ion, a  DE s ys te m tha t re ce ive d a  UFI will be  re move d from the  P a rticipa nt prope rty
prior to the  e nd of its  a gre e me nt te rm without the  pe rmiss ion of the  utility. Also, on occa s ion, a
DE sys tem tha t had rece ived a  UF] will be  in need of a  repa ir which the  Pa rticipant does  not plan
to comple te . If e ithe r s itua tion occurs , a nd if de spite  re a sona ble  e fforts  on the  pa rt of the  APS ,
the  P a rticipa nt will not re ins ta ll or re pa ir the  DE sys te m, the n AP S  will continue  to re fle ct in its
a nnua l complia nce  re porting the  a nnua l his toric e ne rgy production for the  s ys te m until the
agreement term for the  system has been completed.

In a ddition, AP S  will monitor tha t spe cific P a rticipa nt a nd P rope rty to e nsure  tha t a n a dditiona l
incentive  is  not provided for any new DE sys tem on tha t prope rty until the  ope ra tiona l life  of the
ince pte d sys te m ha s  be e n comple te d. AP S  will a tte mpt to monitor the  numbe r of mis s ing a nd
unrepa ired DE systems and sha ll summarize  its  observa tions  in its  annua l compliance  report.

10. DE Re vie w P a ne l

As  pa rt of the  DEAP , AP S  propos e s  the  cre a tion of a  DE Re vie w P a ne l ("P a ne l") for ongoing
re vie w a nd a djus tme nt of ce rta in DEAP  e le me nts . AP S  be lie ve s  tha t a  P a ne l with a uthority to
expeditious ly adjus t the  DEAP and program e lements  is  critica l to its  ultima te  success . P rogram
e le me nts  ma y ne e d to be  a djus te d to re fle ct ne w informa tion, cha nging ma rke t conditions ,
incorrect initia l a ssumptions , or te chnologica l innova tions .

The  discus s ion be low is  not inte nde d to de scribe  in de ta il the  full functiona l imple me nta tion of
the  Panel, but, ra ther, recommendations for conceptua l s tructure  and intent.

10.1 Panel Structure and Function

The  Pane l should be  a  five  member pane l crea ted and ma inta ined to provide  on-going review of
progra m function a nd to e fficie ntly fa cilita te  incorpora tion of fe a ture s  tha t incre a se  e ffica cy a s
more  informa tion is  ga ine d by progra m imple me nta tion. The  P a ne l will re vie w progra m
e le me nts , vote  on sugge s te d cha nge s , a nd sugge s t to APS  modifica tions  to DEAP e le me nts . If
adopted, changes  recommended by the  pane l and made  to the  DEAP by APS will be  reported to
the  ACC promptly a fte r the ir incorpora tion.

The  Pane l should include  one  representa tive  from the ACC s ta ff, three  representa tives  from the
dis tributed gene ra tion indus try, and one  repre senta tive  from APS. The  indus try repre senta tive s
s hou ld  no t e xce e d  one  e a ch  from a  te chno logy type  a nd  s hou ld  re fle c t the  d ive rs ity Of
technologies and consumer types.

The  indus try a nd ACC s ta ff re pre se nta tive s  should be  a ppointe d by the  ACC Utilitie s  Dire ctor.
S e le cte d re pre s e nta tive s  s hould s e rve  two-ye a r te rns . No dis tribute d ge ne ra tion indus try
re pre s e nta tive  s ha ll s e rve  more  tha n two cons e cutive  te rms . The  AP S  re pre s e nta tive  will be
selected based on the  sole  discre tion of the  Company.
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ATTACHMENT B

The review panel shall consider DEAP elements on the following subjects:

Adjustment of incentive structures to reflect market response,
Process related issues that affect market function,
Development of new conforming incentives, as necessary,
Arbitration of incentive or program borne conflicts.

The Panel will meet once per quarter (or as necessary) to assess the items related to the above-
described purpose. The Panel will review input  from stakeholders  on items before it  for
consideration, and it is anticipated that on occasion stakeholders may be consulted by the review
panel to provide additional input. Upon full consideration of an item, the review panel will vote
on adoption of the specified recommendation. A unanimous vote on a subject would result in
incorporation of the suggested change into the DEAP. Suggested modifications to the DEAP
tha t  do not  r eceive a  unanimous  vote may be made as  pa r t  of  the following yea r 's  RES
implementation plan filing.
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Exhibit 1

Distributed Energy Incentives
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Exhibit 2

Solar Space Heating Incentive Calculator



Clear Day
0
0
0
0
o

Collector Thermal Performance Rating
Data From OG-100 Sheet

Category: Delta T
A 9 Deg F
B +9 Deg F
C +36 Deg F
D +90 Deg F.
E +144Deg F

Elevation Zone Table:

DailyPanel Heat Output
0
l

J

HeatingSeason Days
105
140
175
210
245
280

Max Elevation
1000
3000
5000
7000
9000

11000

Min Elevation
1000
1001
3001
5001
7001
9001

0

0

0

o

0

0

U

$0.75

$0.00

Solar Space Heating Incentive Calculation Procedure.
In Advance, please perform the Design Review and Utility Bill Review (if Applicable) for numbers to enter in Steps #1, #2 and #5.

Enter Solar Panel Make and Model Number Selected for Project:
-I

Step #1 :
Enter the result of the Design Review of the Design Annual Building

Loss :
BTUNear

Step #2:
Enter the result of the Utility Bill Review of the Actual Annual

Building Loss:
(If not Electric, Natural Gas or Propane Heat, enter 0) =

BTUNear

Step #3:
Calculate the Lesser of the Result in Step #1 & Step #2 =

This is the Annual Building Heat Requirement.
BTLlnear

Step #4: Enter Elevation of the SolarSpace Heated Building: Feet AMSL

Step #4 cont:
Number of Heating Days per Heating Season from Elevation Zone

Table:
105

Days per
Year

Step #4 cont: Calculate Average Daily Building Heat Requirement = 0 BTU/Day

Step #5: BTU/Deg. F.

Step #5 cont:

Enter Passive Heat Storage Specific Heat Capacity from Building
Design Review:

Enter MaximumDaily Room Temperature Variation Allowed by
Building Occupants: (Max of 10 Degrees F.)

Degrees F.

Step #5 cont: Calculate Maximum Passive Heat Storage Capacity = 0 BTU

Step #5 cont:
Enter Total Active Heat Storage Heat Capacity from Building Design

Review:
BTU

Step#5 cont: CalculateMaximumTotal Heat Storage Capacity = 0 BTU

Step #6:
Calculate theLesser of the AverageDaily BuildingHeatRequirement
in Step #4 and the Maximum Total Storage Capacity in Step #5. This

is the MaximumUseful Daily Solar Heat Input.
0 BTUlDay

Step #7:

Size the Solar Panels based on a total daily solar heat input no
greater than the MaximumUseful Daily SolarHeat Input. Enter the
single panelSRCC OG-100 Collector Thermal Performance Rating

data in the Table Above.

0
BTU/Day per

Panel

Step #cont: Enter the Total number of solar panels to be installed: # of Panels

Step #cont: Calculate the Average ExpectedDaily Solar Heat.lnput: BTU/Day

Step #8:
Calculate the Expected Annual Useful Solar KWH Heat Input using

the Number of Heating Days times the Average Expected Daily Solar
Heat Input/ 3415 BTU/KWH:

KWHlYear

Step #9: Enter the UFI per first year KWH UCPP Incentive Rate: $lKWH

Step #9 cont:
Calculate the Total Maximum UFI Payment Subject to Possible

Limitation by the 50% of Initial Cost Cap & 15% Minimum Customer
Contribution:

$0,436 $

Step #10: $

Step #10cont: $a,.nl> $

Step #10cont:

Enter the Total Solar Space HeatingSystem Initial Cost: This should
not include costs for PassiveHeatStorage orBuilding Heating

System.
Calculate the Total Expected Federal and Arizona incentives for this

Project:
Calculate the15% minimum of the TotalSolar SpaceHeating System

lnitital Cost to be paid by Customer

Step #10cont: Calculate the Total Actual UFl Payment:

89,99

$0.00

i

$

$



Exhibit 3

Standard Project PBI Ranking Calculator
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Exhibit 4

PV Off-Angle and Shading Adjustment Table

I
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APS 2007 Renewable Energy Standard

Attachment C

Renewable Energy Standard Rate Schedule



ADJ USTMENT SCHEDULE RES
RENEWABLE ENERGY STANDARD

AP P LICATIO N

The Renewable Energy Standard Surcharge shall apply to a ll reta il Standard Offer or Direct Access  service,
excluding kph served in accordance with ra te schedules , Sp-l (Solar Partners ), Solar-2, Solar-3, and Adjus tment
Schedules  GPS-1 and GPS-2. All provis ions  of the cus tomer's  current applicable ra te schedule will apply in addition
to this  surcharge. From time to time the RES program spending requirements  will be evaluated and if necessary the
charge and/or caps  will be a ltered if approved by the Commiss ion. Any new charges /caps  will be applied in billing
cycle l beginning in the month following Commiss ion approva l and will not be prora ted. Deta ils  rega rding the
adminis tra tion of this  surcharge can be found in the filed Renewable Energy Standard Plan for Adminis tra tion. The
RES Adjus tment Charge and the Demand Side Management Adjus tment Charge may be combined on the cus tomer's
bill and shown on the "Environmenta l Benefits  Surcharge" line.

RATES

The bill sha ll be ca lcula ted a t the following ra tes :

All kph $0.004737 per kph

S URCHARGE LIMITS

The monthly tota l of the Renewable Energy Standard Adjus tment Charge sha ll not exceed the following limits :

Res identia l Cus tomers $1.89 per service per month

Non-res identia l Cus tomers $70.39 per service per month

Non-res identia l Cus tomers
with demand of 3,000 kW or higher per month
for three consecutive months $211.16 per service per month

ARIZONA PUBLIC SERVICE COMPANY
Phoenix, Arizona
Filed by: David J. Rumolo
Title: Manager, Regulation and Pricing
Original Effective Date: xxxxxxxxxxx

AC.C No. xxxx
Canceling AC.C. No. xxxx
Adjustment Schedule RES

Revision No. xx
Effective; xxxxxxxxx

P a ge  1 of I



APS 2007 Renewable Energy Standard

Attachment D

Customer Self-Directed Renewable Resources Tariff



ADJ USTMENT SCHEDULE SDR
SELF-DIRECTED RENEWABLE RESOURCES

APPLICATION

Adjus tment Schedule Self-Directed Renewable Resources  ("SDR") sha ll apply to any reta il S tandard Offer or Direct
Access  cus tomers  who, as  a  result of regular Company monthly billings , pay $25,000 or more during a  calendar year to
the Company under Adjus tment Schedule RES, Renewable Energy Standard ("RES"), as  approved by the Arizona
Corpora tion Commis s ion ("ACC") in Decis ion No. XXXXX purs ua nt to A.A.C. R-14-2-1808

ELIG IBILITY REQ UIREMENTS

Funding Eligibility

The customer is eligible to receive funds pursuant to this schedule if the total of all RES related
payments made to die Company for the customer's service account or accounts, individually or
collectively, total $25,000 or more in any one calendar year (January - December)

Funds  collected from the cus tomer in any one year (the "payment year") will be ava ilable to the
cus tomer for s elf-directed projects  in the following yea r (the "funding yea r"). Funds  received
during the funding year will not exceed payments  collected by the Company in the payment year
In addition, if the cus tomer has  facilities  in multiple service territories , only those payments
collected by the Company a re eligible for SDR funding

Customers  reques ting funds  for self-directed projects  mus t declare their intention by applying in
writing to the Company on or before March 31 of the payment year. The applica tion mus t include
a description of the proposed project and its  expected cos t

The cus tomer shall provide a t leas t half of the funds  necessary to complete the proposed project
(A.A,C, R-14-Z-1809.B)

P roject Eligibility

SDR funds  obta ined by the cus tomer from the Company may only be used for projects  phys ica lly
loca ted within the Company's  service territory

Projects  specified in the Company's  Dis tributed Energy Adminis tra tion P lan ("DEAP") a re
eligible for SDR funding. Self-direct reques ting cus tomers  mus t reques t incentives  no grea ter than
the prescribed incentives  specified in the DEAP. If the cus tomer wishes  to apply funds  to a  project
not specified in the DEAP, the cus tomer must submit documenta tion deta iling project economics
and funding requirements

Any project proposed by the cus tomer must meet the requirements  for a  Dis tributed Renewable
Energy Resource described in the ACC's  Renewable Energy Standard Rules  (A.A.C. R-14-2
1802 .B).

For purposes  of financing SDR projects , funds  provided by the Company may be ass igned to third
parties . Such ass ignment will be a t the cus tomer's  sole discretion. The Company assumes  no
liability for third-pa rty a s s igned funds .

RENEWABLE ENERGY CREDITS

All Renewable Energy Credits  derived from any project funded through this  schedule, including genera tion and
Extra  Credit Multipliers , sha ll be applied to sa tis fy the Company's  Annual Renewable Energy Requirement as
provided for in A.A.C. R-l4-2- l809.C.

ARIZONA PUBLIC SERVICE COMPANY
Phoenix, Arizona
Filed by: David J . Rumolo
Title: Manager, Regulation and Pricing

A.CC. No. XXXX
Rate Schedule E-SD

Original
Effective: XXXX

P a ge  I of 1
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APS 2007 Renewable Energy Standard

Attachment E

Summary of APS Renewable Energy Reporting
Requirements



ATTACHMENT E

ARIZONA PUBLIC SERVICE COMPANY

OTHER RENEWABLE ENERGY REPORTING REQUIREMENTS

Decision No. 58643, (June 1, 1994)
Integrated Resource Planning

Ea ch compa ny mus t de ve lop a  da ta ba s e  of e xis ting
renewable  energy resources within its  system within six
months  from the  e ffe ctive  da te  of this  de cis ion; the se
inventories should be  revised annually and submitted to
S ta ff e a ch ye a r a s  pa rt of the  his torica l da ta  filings
re quire d unde r the  [RP  rule s . Ea ch compa ny mus t
prepare  a  three  year renewable  resource  action plan as
pa rt of its  filing requirements  for an action plan unde r
the  Commiss ion's  IP  rule s , s ta rting with the  pla ns  to
be submitted by December 31, 1995

Decis ion No. 59601, (April 24, 1996)
AP S Rate Reduction Agreement

AP S  sha ll file  de ta ile d se mi-a nnua l re ports  with S ta ff
a nd in  Docke t Contro l on  a ll DS M a nd Re ne wa ble
a ctivitie s , a lthough confide ntia l informa tion ne e d not
be  filed in Docke t Control

Decision No. 63354, (February 8, 2001)
APS Application for Approval of Environmental
Portfolio Surcharge EPS-1

APS must file  annua l reports  within 60 days of the  end
o f a  c a le n d a r ye a r th a t  lis t  th e  a m o u n t o f fu n d s
colle cte d through the  surcha rge  during the  ye a r, the
amount of surcharge  funds spent during the  year, and a
brie f de s cription of the  proje cts  for which the  funds
were spent.

Decision No. 66565, (November 18, 2003)
Variance to  Allow Solar Thermal to  Replace Natural
Gas  and be  Recognized for the  EPS

AP S  sha ll re port to the  Commiss ion a ll sola r the rma l
ins ta lla tions  made  purchase  to this  pa rtia l va riance  a s
part of its  existing EPS reporting requirements.


